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INTRODUCTION 


The Eleventh Volume attempts to understand and analyse the activities of the 
various "Committees and Commissions" during the period 1971 to 1973 which have 
received, as far as the previous Volumes are concerned, scant attention from even 
bibliographies and documentation experts. It is known that governments all over the 
world largely rely on Committees and Commissions for their decision on particular 
subjects. Governments make extensive use of Instrument of Public Enquiries which 
ultimately help in lessening managerial tensions as well as in quietening the allega- 
tions of misrule. According to John Stuart Mill "A man seldom judges right, even in 
his own concerns, still less in those of the public, when he makes habitual use of 
knowledge but his own or that of some single adviser". Thus the "Committee System" 
greatly helps the proper functioning of a democratic set-up. 

A Commission is a "Government Agency created to perform a particular func- 
tion such as a special investigation or on governmental regulations of business". It is 
appointed mainly when it is thought that a matter involves some financial question. 
There are other reasons for which a Commission is appointed, e.g. in matters per- 
taining to the welfare of the State and its citizens and for improving the efficiency in 
an administration. The status of a Committee is the same as that of a Commission, 
but it does not possess powers as wide as are enjoyed by a Commission and has to 
limit itself in relation to specific work assigned to it under its term of reference. 
While assuring at decisions in the form of recommendations, a Committee or Com- 
mission ensures that such decisions are representative of the interest of various 
types of people and also a safeguard against abuse of power. 

Committees and Commissions always advise a Government offering valuable 
suggestions and recommendations for smooth operation and efficiency in ad- 
ministration for the welfare of the people. 

A Committee or a Commission comprises a Chairman, the Members and the 



Member-Secretary (sometimes there is also a Vice-Chairman and an Assistant 
Secretary). In some cases there are even One-Man Commissions and enquiries con- 
ducted by such Commissions are entrusted to an Official-on-Special Duty or a Judge 
of the High Court. 

The Chairman of a Commission is a person well versed in legal affairs and is of- 
ten a retired judge of High Court or the Supreme Court of India. Occasionally a 
Member of Parliament is also appointed to the post of Chairman of a Commission. 
Regarding Committees, the Chairman is usually a specialist in the subject of the 
Committee. He can be a Leader or a Convener also if he leads a Panel, Study 
Group or a Delegation, etc. 

The Members of a Commission, Committee, Panel Study Group, Working 
Group etc. are specialists in their respective fields and provide valuable guidance to 
the Commission in making recommendations. 

The Member-Secretary or Secretary is nominated from among the experienced 
officials who have the requisite competent knowledge of the subject on which the 
Commission or the Committee is appointed. 

The Study of the "Committees and Commissions" is divided into two main parts 

I Pre-Independence:- From 1772 to August 1947; and 
II Post-Independence:- From August 1947 to 1973. 

* 

The First Volume covers the period from August 1947 to 1954; the Second 
Volume covers the period from 1955 to 1957; the Third Volume covers the period 
from 1958 to 1959; the Fourth Volume covers the period from 1960 to 1961; the 
Fifth Volume covers the period from 1962 to 1963; the Sixth Volume covers the 
period from 1964 to 1965; the Seventh Volume covers the period 1966; the Eight 
Volume covers the period 1967; the Ninth Volume covers the period from 1968 to 
1969; the Tenth Volume covers the period 1970 and the present Volume, Volume 
Eleventh in the Series covers the period 1971 to 1973. 

The work provide information on subjects like Bibliographical Data of the 
Committees and Commissions, the Chairman, Leader, Convener etc., Appoint- 
ments, Terms of Reference, Contents and Recommendations. 
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Arrangements The arrangements in the "Committees and Commissions" are 
chronological and items have been arranged according to their dates of appointment 
and not according to their date of publication. 

I am sure, that this reference work will continue into a number of Volumes, for 
it is unique in nature. I have spared no efforts to make it a comprehensive reference 
work and it will be of great use to research scholars, sociologists, historians, 
economists, students of political science, as well as to all those connected with the 
study of administration and legal affairs. I have tried my level best to rectify all er- 
rors of commission and omission that I noticed in previous Volumes. It will be my 
effort to go on improving these volumes. The introductory part in Volume I deals 
with the why, what and how of the "Committees & Commissions". 

In the end, I must express my gratitude to the press that reviewed and ap- 
preciated the work. I am also indebted to my wife and children who have sacrificed 
their personal comforts by providing me with every facility to make this volume 
ready for publication within a reasonable short time. I am also indebted to Mr. 
Ashok Kumar Mittal, Concept Publishing Company for printing and publishing this 
volume after a gap of some years and this Volume, could see the light of the day. 


NEW DELHI 
BUDDHA PURNIMA 
1st MAY 1988 
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REFRACTORIES COMMITTEE, 1971. 

Report, Delhi, Controller of Publications, 1973. 232p+iiip. 


Chairman: Shri Hari Bhushan. 

Members: Shri T.R. Anantharaman; Dr. V.G. Bhatia; 

Dr. S.P. Varma; Dr. S.S. Ghosh; Shri N.B. 
Ghosh (replaced by Shri B.B. Nadgir); Shri 
J.C. Banerjee (retired, replaced by Dr. D.N.N. 
Nandi); Shri B.S. Krishnamachar. 

Secretary: Shri S. Vangala. 

APPOINTMENT 

Serious shortage in the supply of refractories of requisite 
quality and inadequate quantities to the steel plants have 
been affecting the production in the existing steel plants as 
well as the construction schedule of the Bokaro Steel Plant. 
Adequate availability of refractories of various categories and 
of the required specifications is essential to meet the recur- 
ring operational and maintenance requirements of the steel 
plants and for the creation of new capacities for production 
of iron and steel. To plan the production of refractories to fit 
in with the steel development programme, Government have 
decided to appoint a Committee vide their Resolution No. 
RM-5(6) dated January 7,1971 to examine this problem in all 
its aspects and to make suitable recommendations. 

TERMS OF REFERENCE 

(a) To make a quantitative estimate of the requirements 
of different categories of refractories, by type and quality, 
needed by the Steel Industry in the next 5 years both for 
maintenance and construction purposes; 

(b) To assess the existing installed capacity in the 
co uitry for the manufacture of different categories of refrac- 
tones, to analyse reasons for shortfalls in production and to 
suggest suitable measures to raise the production to the level 
of rated capacity, 

(c) To examine and recommend the extent of additional 
capacity that should be set up, and in what stage, to meet 


adequately the needs of the steel industry as a whole in the 
next 15 years, the number and optimum size of the units re- 
quired, the relative economics of setting up new units vis-a- 
vis increasing the capacity of existing units or reviving units 
which have closed down for various reasons and the extent to 
which new units should be set up in the public sector either 
as captive units or otherwise; 

(d) To assess the capacity available in the country for 
manufacture of plant and equipment needed for the 
manufacture of refractories and recommend suitable 
measures to meet the likely demand for such equipment; 

(e) To examine the scope of standardisation in the 
specifications for refractories and to make suitable recom- 
mendations; 

(f) To assess the availability of the resources of raw 
materials such as magnesite, chromite, bauxite etc. to support 
the development of refractory industry in the country, and 

(g) Any other matter germane to the subject. 

CONTENTS 

Historical Development of Refectory Industiy in India; 
Refractories Committee; Refractories and their Usage m 
Steel Plant; Demand of Refractories; Availability of Refrac- 
tories; Analysis of Demand and availability of Refractories; 
Steps to bridge the Gap; Standardization of Refractories; 
Raw Materials; Equipment for Manufacture of Refractories; 
Acknowledgements; Annexurcs A to N. 

RECOMMENDATIONS 

Fireclay Refractories 

The general experience of the public sector steel plants 
has been that when tenders are invited, response from the 
refractory industry is not satisfactory. In a recent tender of 
the Rourkeia Steel Plant for 21,000 tonnes of refractories 
needed by the stiff plastic process for blast furnace stores, 
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only one or (wo firms had responded. Even in this case, the 
delivery indicated was protracted. 

On a detailed analysis, it was found that the public sector 
tendering procedure is one of the contributory factors for 
non-availability of offers for fireclay rcfratorics. When the 
private sector plants purchase refractories, an agreement is 
reached between the buyers and sellers so that the latter get 
a mix of the difficult and less difficult items of refractories, 
the difficult ones being extruded items and hand moulded 
refractories involving large variety of shapes in small quan- 
tities which lower down the production of the refractory unit 
whereas when the pubEc sector plants call for tenders, the 
tendency for the refractory industry is to quote for the rela- 
tively- easier items leaving out the mare difficult ones for 
which the steel plants seek imparts. 

It has also beer, found that the capacity available for fire 
bricks is not balanced. When bricks are to be manufactured 
by extruding process teqmrmg lame space for dying in shade 
end suitable firing factories, the setuarior today in the refrac- 
tory industry is such that where extruriem iaefirries mesa the 
Other facilities of spaced, shade or firing see no: available cr 
where the latter fc-ciliries oist. cxmtscon press is ntre rarafi- 
abk. 


Further, where ropriremerts are of hand moulded bricks 
and substantial investment hr. mofiris and extra space is re- 
quited for Such mar.efsctute the refioctccy mdekry is race 
wilting to ocmm.it itself to the afdirional eypeadlrana m toe 
absence of a firm inddufioo freer, the steel plants fiat they 
would load their capacity oc. a oor.tr*.e-'ng bases. If a sy ste m 
could be devised whe.reby Jong-rcm. enmr-.rimcres can ho cn- 
texod for svoh d-hTfintt items. It was found that the refract cry 
U'.dnsriy was wiping to incur such ir. opendlrcre and sup- 
plits to steel plants could be ensured oe. a more regsbm rod 
kwsUinod basis. 

Another reason foe lack of .tdeqvxfie supplies of fireclay 
K-bn.dories has been the prcblem of specificarkn rneludmc 
vnrvirg sperifKatioos. The fiub-Com.mnttee or. SztnAtrd- 
isaUon is already seined of this ptcblem end specifics tror. of 
their necommendafions would go a kvr.g way In resolving this 


problem. 

Generally. of the fitecky refractories, the tolkwrg items 
arc fvmnJ to be difficult to obtain within the ccuntty and. as 
such, imports may become necessary until the capacity within 
Ihc vountty is balanced. These are : 

(i) Hollow warelike, parting refractories, stoppers. 

well blocks, bloating nozzles. sleeves bottom pour- 
ing refractories and Btasscrt checkers. 

((,) Hand moulded refractories. 

(>,0 Soaking pit refractories. ... . 

riv) Recuperator tubes, high alumina heanh bncks for 

reheating furnaces. , . 

It is suggested that, wherever possible, the steel plants 
vhwdVevWct a twitch from Brassen checkers to Mckee 
.vhvW kt kN essay available. It is, however, 

chcvTxrv whivh . ^ ^rtjsjon may not be possible im- 
^ he carried out over a tong period only, ft 

rS«c sector plants should tale note of 
t v oificv J.p v de tl K items in their product-mix. 

flbl4 A-'wi iiyjnHiiy or 

, v , ^ v> i ,fvrryo!.et r.k Ewa'ihe. , 1 

V.;. -tov K-v n this could bcj. - ... - 


Ministry of ID & IT. 

. F ° r soak [ n e P ;t »vcr refractories, it is recommended 
that there should be a progressive change ever to the 
monolithic refractories. The use of monolithic refrazte-res 
would replace bricks of various shapes and sets remfire.: c- 
the soaking pit covers. It would also facilitate hot lri 
be effected. It has been found that the life of covets had in- 
creased considerably with use of monolithic refractories 

For stoppers and nozzles, it was found that the CGCRI 
had synthesised a bloating clay and a sample is brie- 
prepared for trials at Alloy Steel Plant. Durgapur. Vtith 
wider acceptance of continuous casting technology, there 
would he increasing demand for quality zimon nozzles. Cer- 
tain developmental work has been carried out in the country 
by NML, CGGRI, Belpahar Refractories and Muhand Iron 
& Steel Works. Further work in this direction is necessary to 
bring up the production of these refractories both in quan- 
titative and qualitative terms. Development of bloating clays 
should be vigorously pursued and the Japanese cample of 
usage of bloating clays for manufacture of ladle refractories 
should be considered because of is better performance. 

I; has been agreed that after the steel plants call for an- 
mux! renders for their requirements of refractories and thus 
come rp against items for which there are no suitable oilers, 
a Us of strci items be sent to the DGTD for their examina- 
ficc- The DGTD would then consult with the Indian Refrac- 
icfiss Makers" Assodztioa. On the basis of such a discussion, 
a meefirc is to be held trader the Steel Ministry to come to 
ar. “drrscanfmr if any of these items requite import. This 
ccdd he an annual exerrase to be carried out between 
Jaraarc nod February of every year. It was also agreed that 
this meetmg coz'd be a arc per forum to discuss backlog Of 
coders with the indigenous manufacture and for taking cor- 
rective ocriom 


Basic Refractories 


In the derailed discussions which the Export Group had 
with Steel Plans, only Durgapur Steel Plant mentioned that 
they had some difficulty in getting basic bricks. On examina- 
tion. i: was found that the difficulty was due to the unwieldy 
sice of magnesite bricks for lining of inactive miters 
(individual weights of bricks being -JO-Tfikg.) an J the difficulty 
in obtaining Detrick shapes for the Open Heanh Uptakes 
On examinations, it was found that it would be possible to 
obtain the Detrick shapes wiihm the country. For the mirers, 
it is recommended an alternative lining design be cmphnrd 
which would no! require such heavy bricks which are being 
used by Bhilai, ft is suggested Durgapur Site! Plant pursue 
this matter on these lines and come to a sat '^factory solution 
In the context of attaining self-sufficiency in refractories. 
it h emphasized that steel plants should vigorously- take up 
work of alteration to .'nt-dex'. '■ ahem inn enables 
them to obtain »' ' >ne* wilhtn the 

country without ’ 

x 

Silica Refra* ■ 


In so far 
there ought - 
siftca bricks 
refractories. 




aiica and other/than coke over silica are interchangeable, it is 
ikxW;thaVa part of. the coke over silica capacity got diverted 
br.meetihg the other than coke over silica demand. 

‘':oFrom the statement, it- would he seen, that the coke over 
tiiica bricks demand. is periodical and fluctuates considerably. 
[t'i£ -therefore, ‘considered desirable for the steel plants to 
arry'at any time an inventory of bricks required for rebuild- 
ing, ol, one battery or in the alternative, at least, the require- 
nents bf special 'shapes and siz« for a battery which are dif- 
licult'to obtain within a.short time maybe carried on stock. 
'•^Toi. take care" Of. fluctuation in demand and to utilise 
Opacity better, it would be necessary for the steel plants to 
tiookxoke over silica' capacity on a long-term basis at least 
fbrthe^next 3/S years. This could be done on a revolving 
basis,’’ Le£ after a yehr Isover another year’s requirements can 
he added so that nl'ways. there is, a 3 year-plan of ordering 
rw6;'batteries‘. at Durgapur Steel Plant, 3 batteries at 
Rourkela, three batteries at Durgapur are in an unsatisfac- 
tory rondiric/iand itshouldbe possible to programme their 
reb ulidirig more precisely. If .long-term orders can be placed 
an manufacturers theywill try to preserve the moulds. Other-: 
,vise,''tlm fcapital blockedand cost of storage coupled with the 
uncertainty of future brders may not encourage the manufac- 
turers'firstly to irivcsfin.the.moulds and secondly to stock the 
moulds.'i.Witb the number .and .variety of coke oven shapes 
timely availability of moulds plays an important role in ensur- 
ing supply of bricks when wanted., 

. vvFurther/the'rcbuilding requirements of coke over bat- 
tery should'noimatly 'come from one. source of supply. In the 
case 'of atl batteries-iri operation in : the country, except the 

* i half sections, 
require- 
obtained from 

one .source ;It ; vfas alsojfound -that' except in rase of Indian 
Firebricks and insulation.’ Co; who are planning a capacity of 
9,000 .tormra , bokc\oyer silica- by mid 3973 there is no other 
Source of additional availability for silica bricks. 

s / y- 

Problems of Electric Furnaces 

y'/ Due jo the variety .of design and electric ore- furnaces of 
varying sizes up , ovtr. a long. period in the past it was 

fquri<LtW/the refractory manufacturers : And 'it' difficult to 
mee t, ihe: requi rcmen t The furnaces , of. the future would be 
generaily'of the.I0/20 T-, capadty.whicH is likely to result in 
standard isation pf xeXractories need fed by them. A measure of 
standablisatioh for other furnaces with a rammed mass in the 
ccntre.qf the roof and only a few. sizes with radial concentric 
lining was also' distinctly possible. It would facilitate a num- 
ber ofmanufaettireRj to supply the requirement 
•'l'--, Similarly thebasic'wall bricks as well as ladle lining re- 
quire, to be’ standardized.' .These "aspects have already been 
take n : up for iiwatigation'by the Steel Furnace Association in., 
consultation with the IRMA Thii would also' be' looked into ; • 
by l; {he^Standardisation- Sub-Committee. -'Indian iRefractory- 
Matcrs 'Association Vice-President, Dr. Ghose, offered this 
assistant since a 'considerable work in this direction -has: , 
been part in by’ Belpahar and several of the electric furnace 


could arejoveredrae^to -a-certain- extent' % usage of fireclay ' 
IN.lNmiA'cion , t- 


stopper head wherever possible. For day graphite stoppers, 
availability of raw material is a bottleneck and import of raw 
material has to be allowed as required. 

As in the case of the main steal plants the problems 
could be overcome by periodical discussions between the 
Steel Furnace Association of India and Indian Refractory 
Makers' Assodation with the assistance of the DGTD and 
the Department of Steel. 

Miscellaneous 

As a result of the work of this Committee, it has been 
possible to bring together the main consumers and the 
producers of refractories in the country to appredate more 
fully each others’ difficulties and point of view. A large 
amount of useful data about availability and demand of 
refractories has also been compiled. Due to non-availability 
of some data and lack of coordination on any one point of 
reference, in the past, shortages both in terms of quantity 
and quality had occurred resulting in large scale import of 
refractories. It is, therefore, suggested that the demand and 
availability projections obtained in this report be subjected to 
a review. The Refractories Panel where both produce res, 
steel plants, research bodies and the Government are repre- 
sented, was considered the best forum for carrying out this 
exercise on an annual basis. At least one meeting of the 
Panel every year should devote itself to this analysis and the 
projections brought up-to-date. 

The problems of technological nature and import sub- 
stitution should be referred to the Refractories Panel. It is 
learnt that the Panel would be setting up a Specialist Group 
which would study these problems and report lack to the 
Panel. 

To produce refractories to the quality stipulations of 
steel industry every manufacturer should have minimum test- 
ing facilities. The Indian Refractory Makers’ Assodation 
shall make this assessment listing out member units and 
giving detailed list of equipment required for each unit. The 
GDTD should take steps to ensure that plants in the or- 
ganised sector arc equipped for this purpose. 

The Central Glass and Ceramic Research Institute 
should provide the necessary testing wherever required to the 
industry. Testing of Refractories is induded as one of the ob- 
jectives of this Institute since its inception as this is the only 
statutory laboratory recognised by the Government of India, 
includingDefence, for this purpose. The available equipment 
and personnel can handle about 400 samples in a year. Out of 
these samples on an average 80 are perceived from steel 
plants, 160 are sent by the refractory manufacturers and 
other consumers of refractories, 160 are for internal inves- 
tigations in progress at the Institute. It may be pointed and 
that Bokaro Steel Ltd. get almost all their refractory samples 
‘ tested at this Institute at the beginning of their constructional 
programme and the same is expected to be repeated by all 
- new steel plants. The quantum of such work is expected to be 
of the order of 80 samples per year per steel plant of 2 mil- 
lion tonne capadty. In addition, the quantum of work for the 
petroleum industry is expected to increase considerably. 

.The present testing facilities at the Institute are inade- 
quate to cope with the increasing work load and require- 
ments; of the new steel plants proposed to be set up in the 
; country in the' 5th. and 6th Five Year, Plans.- UTie petro- 



chemical industries are also growing and the refractories re- 
quired by them will also have to be tested by this Institute. 

Under these circumstances it is desirable to augment the 
testing facilities at Central Glass and Ceramic Research In- 
stitute from the present 400 samples per year to at least 600 
samples annually. On a rough estimate the financial provision 
required for executing the project is likely to be as follows; 

(i) Capital Rs. 4.5 lakhs. 

(ii) Recurring Rs. 10 lakh per year. 

While this may provide a short term solution, looking 
further ahead for an independent Institute for refractories 
would he worth considering. The Refractory Industry today 
has a tumoverof Rs. 40 crores annually. Refractories are one 
of the essential inputs for the steel industry. Considering the 
large steal development programme envisaged by the country 


and rapid structural changes in steel technology requiring 
ever more stringent performance requirement from refrac- 
tories, it would appear desirable to have a Refractories 
Research Institute as a separate entity. A combined Research 
Institute for refractories, glass ceramics, enamels and pot- 
teries may not provide the right emphasis required for 
research and development of refractories suited to the local 
conditions and materials. 

Import of steel required for manufacturing of moulds by 
the refractory makers should be allowed if the indigenous 
manufacturers are not able to supply the requirements. 

In priority allocation of steel, requirement of steel for 
cladding of bricks required by steel plants should receive the 
same priority as the direct steel requirements of steel plants. 


COMMITTEE ON TECHNICAL CONSULTANCY SERVICES, 1970. 
Report, Delhi, Manager of Publications, 1971. 125p. 


Chairman; Shri R. Venkataraman. 

Members: Shri K.B. Rao; Dr.D.Ralelkar, Shri K.D.N. 

Singh; Shri.R_P. Sinha; Shri GJanakiram; Dr 
K.R.Chakravorty; Dr. K.S. Chari; Shri. R.M. 
Sharangpani; Shn Hari Bhushan; Shri 
M.Satyapal. 

Secretary: Shri N.N. Agarwala. 

APPOINTMENT 

The lack of consultancy services was a serious handicap 
during the early stages of our development after Independ- 
ence. For example, the three steel plants at Rourkcla, Bhilai 
and Durgapur were constructed more or less on a turn-key 
basis with assistance from abroad. The same had to be with 
many other projects, both in the public and private sectors. 
However, the progress made during the last decade or so, has 
led to the establishment of a good number of consultancy, 
process design and other engineering service organizations. 
In fact, some of them have been complaining of insufficient 
utilisation of their services. This may be partly due to lack of 
appreciation of the role of conciliating engineers, absence of 
information about the services available in the country and 
the still lingering preference for tum-key jobs from abroad. 
The problem is somewhat similar to that of securing orders 
for marketing indigenously manufactured capital goods, for it 
takes time to create confidence that competent skills exist in 
the country. Seized of this situation, two committees were 
set up one by the Ministry of Industrial Development to look 
into the question of foreign technical collaborations and the 
other by the Planning Commission to study the problems 
relating to technical consultancy services. The objective of 
both the studies was to provide the necessary guidelines for 
speeding up the pace of industrial development with increas- 
ing reliance on domestic talent and equipment. 

The Committee on Consultancy Services was set up by 
the Planning Commission in February 1966. The original 
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composition of the Committee was as follows: 

Chairman: Shri G.S. Barve. 

Members: Dr. A. Nagaraja Rao; Shri K.L. Ghei(rcplaced 
by Shri T. Swaminathan); Shri K.B. Rao; Shri 
P.C. Kapoor, Shri G. Janakiram; Shri R.P. 
Sinha; Dr. K.R. Chakravorty; Dr.ICS.Chari. 
Member Owing to the sudden demise of Shri S.G. Barve. 
Secretary: In addition, certain other changes in the posts 
held by the members of the Committee occurred 
as a result of which the Committee was re- 
organised in April 1967 as shown below. 
Chairman: Shri M.S. Thacker. 

Members: Shri K.B. Rao; Dr. B.D. Kalelkar, Shri Ajit 
Mazoomdar; Shri G. Janakiram; Shri R.P. Sinha; 
Dr. K.R. Chakravorty; Dr.KS. Chari; Shri R.M. 
Sharangapani. 

Member Shri Hari Bhushan. Subsequently, Shri M. S. 
Secretary. Thacker relinquished charge as a member of the 
Planning Commission. Shri Ajit Mazoomdar 
went on a long period assignment to a foreign 
country and Shri Hari Bhushan joined the 
Department of Iron and Steel. Accordingly the 
Committee had to be re-constituted in February, 
1970. 

TERMS OF REFERENCE 

(i) To suggest the general type of organisational matters 
for the technical consultancy establishments which will be 
suitable for our conditions; 

(ii) To recommend suitable measures to expedite the es- 
tablishment of technical consultancy services to the requisite 
extent in the country, 

(iii) To advise on the pattern of technical collaboration 
or association, which may be necessary for drawing on for- 
eign technical know-how to the required extent; 

(iv) To assess the extent and types of technical consult- 
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(v) It would undertake, on behalf of its members, an ex- 
amination of major projects planned for the future in order 
to identify the extent to which work could be assigned to its 
members. 

(vi) It would provide an effective forum through which 
its members could advantageously consult each other on mat- 
ters of common interest. 

(vii) It would serve as the centre for documentation of 
information on consultancy and projects and thus it will be 
the store-house of latest techniques and processes known to 
Indian consultants. 

9. It is too early to establish such an 
Institution(s)/Association(s) by an Act of Parliament and to 
enforce its regulations through law. A start should be made 
initially by organising the proposed 
Institution(s)/Association(s) on voluntary basis and the 
Government recognising the Institution(s)/Association(s). 
After a few years of its working and in the light of experience 
gained, legislation could be undertaken to make it a legal en- 
tity parallel to the Institute of Chartered Accountants. 

10. In order to expedite the formation of the proposed 
Institution(s)/Association(s) and to deal with other related 
problems, the Government should set up a broad-based 
"Panel of Experts" headed by a senior official of the Govern- 
ment of India with representatives of consultancy organiza- 
tions of both categories (independent and associated), 
process and design engineers, contracting engineers, product 
and equipment manufacturers in the private and public sec- 
tors and Government Departments dealing with consultancy 
services and projects in one form or the other, with the fol- 
lowing terms of reference: 

(i) To decide whether there should be only one All- 
india Institution/Association to represent all types of Con- 
sultancy Organisations or there should be two-one to repre- 
sent ’independent' consulting engineers and the other for 
’associated’ con-suiting organisations. 

(ii) To decide whether any one of the existing All-India 
Institution^) /Association(s) should be recognized for this 
purpose or else a new organisation^) set up. 

(iii) To prepare the Constitution of the proposed 
Institution(s)/Associations. 

(iv) To set up and arrange registration of the proposed 
Association(s)/Institution(s) under the Societies Act of 1886 
and recognition by the Government. 

(v) To prepare guidelines for the appointment of con- 
sultants and fixation of their fees and other terms and condi- 
tions of their contract 

Conditions of Engagement 

11. The Committee agreed with the view that engage- 
ment of consultants and fixing of their fees should be in ac- 
cordance with the international practices adjusted to the In- 
dian conditions. Price cutting and competitive bids should be 
avoided. Contracts should be awarded to the consultants 
based on their capability and experience and reasonableness 
of the bids. The consultants should follow the same stan- 
dards and practices as are observed by the medical prac- 
titioners and Chartered Accountants. The method of calling 
tenders for appointment of consultants should be used only 
sparingly. Negotiations for striking a proper bargain cannot 
be ruled out The quality of performance of a job would 


depend more on the competence and reputation of the con- 
sultant 

12. The proposed Institution(s)/Association(s) of the 
Consulting Engineers when set up could undertake to intro- 
duce guidelines and standards ( as drafted by the Experts 
Panel) amongst the consulting engineers. The 
Institution(s)/Assotiation(s) should also prepare model con- 
tract forms for consultancy and contract jobs to safeguard the 
interests of clients on the one hand and consulting engineers 
on the other, and thus introduce high professional standards. 

Promotion of Indigenous Consultancy Services 

13. Foreign consultants have been often employed for 
the purpose of obtaining project reports, process designs and 
detailed engineering services in preference to Indian or- 
ganizations. The foreign consultants are, on the other hand, 
not familiar with the Indian equipment, raw materials and 
industrial conditions and on the other, they have a bias for 
the equipment used and processes followed in their own 
country. This results in their recommending foreign 
processes and equipments. Sometimes this is done under 
pressure from the aid giving countries. On the whole, this 
not only entails foreign exchange losses, the country also 
misses the opportunity for gaining the necessary knowledge 
and experience in the setting up of new projects. The Com- 
mittee, therefore, recommends that the Government should 
lay down policies which would ensure: 

(i) The utilisation of the best and most up-to-date 
techniques of production suitable for Indian condition; 

(ii) Maximum utilisation of the consultancy and en- 
gineering services available in the country and providing op- 
portunities for their further developmcnt;and 

(iii) Allowing import of foreign know-how and consult- 
ancy services only where absolutely necessary for the 
development of the industrial structure of the country. 

14. Proper goodwill should be created for the facilities 
which are now indigenously available. Effective steps (as 
suggested below) are necessary for removing the bias in 
favour of foreign consultants and equipment: 

(i) The proposed All-India Institution(s)/ Associa- 
tion^) 'should prepare annually a monograph of know-how, 
processes, technolopes, and equipment which are available in 
the country on the basis of information collected from 
consultants, process engineers, contractors and 
manufacturers. This will on the one hand publicize the 
facilities available in the country and on the other permit 
proper discretion regarding imports. 

(ii) All cases of engagement of foreign consultants 
whether for public or private sector must require prior 
approval of Government 

(iii) Frequently, in the case of private sector projects, 
consultancy charges are a covert element in the price of 
imported equipment This element must be clearly spelt 
out 

(iv) In all foreign collaboration agreements, a 
condition should generally be included to the effect that the 
Indian consultancy organisations will be associated for 
preparing feasibility study reports, lay out designs and for 
planning the engineering work. This will pave the way for 
building and improving the technological base of Indian 
consultants and process engineers. 
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(v) Even where foreign consultants have otherwise to 
be appointed, it should be made conditional that as far as 
possible and keeping in view the technology of production 
suitable for India, designs shall be developed on the basis of 
indigenously available equipment. 

(vt) Where foreign consultants and/or suppliers of 
equipment refuse to take overall responsibilities for the 
entire plant if indigenous equipment is partly used, the 
project owners should accept guarantees of satisfactory 
performance offered by the indigenous equipment manufac- 
turers and contractors. 

15. Divergent views were expressed before the 
Committee regarding the import of know-how and 
consultancy services. Keeping all the factors in view, the 
Committee arrived at the following conclusions: 

(i) Import of process know-how and equipment 
design should preferably be through consulting/process 
engineers. This would avoid the need to import the same 
know-how repeatedly, ensure quicker implementation and 
lower expenditure of foreign exchange. 

(ii) This should not, however, tie the consultants and 
process engineers to a particular know-how, technology or 
process in a permanent or static way. The consultants and 
process engineers should keep themselves up-to-date and 
give up their interest in technologies and processes in which 
they hold rights in favour of latest and most up-to-date 
know-how. Client’s interest in avoiding obsolescence has to 
be safeguarded. 

(tii) In order to broad-base the industrial structure of 
the country and introduce latest know-how, import of new 
and improved processes and technologies for manufacture of 
the same product should be permitted when there is a 
demonstrable advantage in doing so. 

(iv) Import of know-how and process designs should 
be as far as possible on non-exclusive basis. 

(v) Import of package deals and turn-key jobs should 
not ordinarily be permitted. 

(vi) Product and equipment manufacturers may not be 
precluded from acquiring the know-how and process designs 
from foreign countries to keep themselves up-to-date subject 
to the conditions that it is not on exclusive basis and it does 
not involve expenditure on machinety and equipment which 
can be fabricated within the country. 

(vii) Facilities of foreign exchange for import of 
literature and for studies and re-orientation in foreign 
countries should be given to the Indian consultancy and 
process design organisations to enable them to acquire 
up-to-date knowledge. 

(viti) The banks in India should regard consultancy and 
process design work as a regular business and offer advances 
on merits for meeting working capital requirements. 

(ix) Proper liaison should be established between the 
Research Laboratories, Equipment and Product Manufac- 
turer, Consultancy and Process Design Organisations. This 
will help to quicken the implementation and commercial use 
of the results of indigenous research, design and 
development. 

16. The Committee noted the latest policy framework 
within which consultancy organisations with foreign 
collaborations are permitted to be set up in India. While 
such collaborations need not be discouraged, the guidelines 
provided and the powers already enjoyed by Government can 

IN INDIA, 1971 


be suitably used for ensuring that the country Is progressively 
enabled to take up consultancy work for its own 
development, that knowledge and experience accumulates 
and that as little work as possible is contracted to outsiders. 
The guidelines could be enlarged to advantage on the basis 
of the following: 

(i) Collaboration between Indian consultancy firms 
and foreign consultancy firms may be encouraged on the 
basis of specific projects in preference to foreign consultancy 
firms opening branches here. 

(ii) Where Indian consultancy organisations or those 
with foreign collaboration already exist and do not have 
sufficient work load, new units in the same field with foreign 
collaboration should not be allowed except- when they 
perform work on jobs to be put up outside India. 

(iii) Foreign exchange should not generally be spent 
for feasibility studies. 

(tv) The main work of compilation of data and 
designing of the plant and equipment must be done within 
the country, if necessary, by inducting assistance from foreign 
experts. 

17. The Committee feels that in order to encourage 
the development of indigenous consultancy services, some 
fiscal reliefs are necessary. The following measures would go 
a long way in ameliorating the financial hardships faced by 
the consultancy organisations and would help their steady 
growth: 

(i) The banks should grant loans on easier terms to 
enable engineering organisations to meet their working 
capital needs. Consultancy and process engineering should 
be treated on par with other industries for purposes of bank 
loans. 

(ii) The rate of income tax for consultancy work 
should be lower than that applicable to other corporate 
bodies. 

(iii) Income-tax should be levied on the average 
income of the past three years. 

(iv) Indian consultancy organisations should be 
permitted to create special tax free reserve funds (like 
development reserves) from earnings during good periods to 
help them tide over occasional lean periods. 

(v) Tax rebates should be permitted on fees received 
by indigenous organisations for passing on the available 
know-how. 

Requirements of Consultancy Services 

1&. The consultancy charges vary from 5 to 15 per cent 
depending on the type of projects, specialisation involved etc. 
and, on an average, such costs could be placed at 10 per cent 
of the project costs. The investments during the Fourth and 
subsequent Plans will provide ample work to indigenous 
consulting/ process engineers. 

19, The Committee feels that given suitable 
opportunities, Indian consultancy organisations would not be 
hindered by inadequacy of personnel. Apart from recruiting 
highly experienced and skilled personnel from within the 
country, efforts have to be made to get back the migrated 
Indian personnel working abroad by offering suitable 
assignments and conditions for work. 

20. The Committee recognises that there are some gaps 
in consultancy and engineering services to be covered.. The 
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mpre’for product design! and' development. oiThisitvould also 
result in reduction in their preoccupationiwith project design' 
workfwhich-is mainly thcfunction of consulting engineers; 
'•3!i ! 21?bmThc 'Committefc >revifcwedpthe!robsen.'atlods:rand; 
recommendationsamade j byia’ Study .Group /omlndustries’-im 
which foreign technicalcassistdriceovas’noilonger.’Considered' 
necessaryrand -suggested' that/-, as -a , first :Stcp,/uscTof foreign 
consultancy tfeervices. with (regard-1o->the, listed, industricfe-needi 
not be allowed. Ibis list should be periodically reviewed.! 
Renewal of foreign collaboration agreements is resorted to 
on the plea of cxpansiomand.laking;upitheproductiorii.of3a' 
new model or product. This often results in neglect of own 
effort, to, '-improve, produemdesigrr and /-process-'' ,'knowrhow. 
Extchsidnsi'oi collab'oration/agrecmcnts-should be permitted., 
ini except idhal eases' only. b!u'-:> atzon <tetrz sgrao/r ns no ,bnr 
bnn22.".i.oAparigfroni; thergaps-’im reSpcct iof Junqtions;rltlfe> 
gapsi in 'certain spccific/sectors IhaveralSobeen. studied jwhich> 
are summarised in the folIowing-paragraphs.r>cnq XgmJfuanoo 
-’id-23.'.'2 Hydro Stations: selThe iCentraDWate'r & Power 
Commission" and’btheoStatmnEleclrirityr. Bohrds nare r„we)b 
equippedno 'cattyrcri/t all-thcsworlimeedep-fonplartningiand! 
scftingdlip ofofiydroii'electricityitstations.bwA'inumbeh/Of 
corisultancyf Organisations both- ini therpubliocdnd .private; 
sectors render engineering, services'in'this fibldaoaoq ncilrnl 
24. Thermal Stationstv.ThS Gomritittecf.found .that.thc 
existing, consultancy organisation /within, the coifntry^VouId be 
adequateito -take up the > work 'involved in the setting, up, of 
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thermal'poWer-statiohs ihfuturergi-Jioi -j-iert.v nwH (v) 

>c 25. zc Wa’tei":nt5b'i/ Power; ( Development! Consultancy! 
Serviced '(India). limited has (been ,seti uprirr:1969;to ptovidcq 
engineering! andbrelatecbUechiiicaL consultancy; feer-ricest for, 
development of water resources, -ji/inightionr.-andl^drainagejr 
elec tri city, -flood ipntrol;;etcUu?no:> ngiaiol mz/fW fry) 

Sfl l 26 d i :Heavy, zEJectricalsnUnitsj at; Bhopal/and ; Hard war. 
are; producingjEVpriousir.typ4spiDfztequipmenti needed jt for, 
electricity /projectsebutsdepend] upon ;theip, -collaborators, jfor t 
sccuring-ndesign]iepgineering!;fOnrithe! equipmenhsrintThc; 
Research & Development Organisation (,-forVjEIectri.caJi 
Industiyo (RDOEI)nhas been/ setmup .tOjtp repare project 
reports, 'rahdrtoduridertakeTConsultancyrandgderignjfforki.im 
electrical 1 fieldsnoioel sris lis gmqueik! z^omsz yonf.Jluznoa 
•znoizulanco gmwollol orl) in Lsvi-nu conirntnoO 
Telecomraunfcationsj!! -/on,; zzca-nq lo noq/of (t) 
?,aaacnq\gnlilu2ncj rigocnr! t ad {frimejtnq bltiori? ngia-jb 
omi27.^rii 'nre.fiTeletomTnunioatioiiSutRescai'ch /iCentrO) 
undertakes .'rdesign-nofistelecommunicatiOmi equipment- .-and' 
systems required by t h e P. & T./ A tl.t h e d isign s evoLvcd;so)far! 
arei-withOiit?any foreign .collaboration ifonkncmHiow/ 1 , JThe 
Researchr&'jDevelopment,' Department ofi the-Pu&iT ’isoalso, 
carrying. co'urrdesighrandndevelopmcnti workrforsspecialised: 
4quipmehtd‘oijdefenfce/xaiIvrays:and;other users.-gTelephonCj 
equipmehte.-ofiodiffcrentifypesnand (grades jtismcrwqbeing; 
manufactured uni India withoutToreign 'collaboration!, , rThcre 
are,' 'ihowcvcr, lovaripusbiclectronic i.-components, vsuchvtas,! 
parmalloy laminations, mylar capacitors, integrated (Circuits;! 
etc.oifonjwhich; 'India nrilbhavex-todimpoituthei necessary 
knawThowrajini .-f.-od-wn,! izojc! ecuborlni bon ynnuoo odt 
io siuioc'tnnsfd to] ssrgolonriatfi bnn ?»v.iaoiq bsvotqmt bnc 
Raihvaysdr nanw bouirmoa sd biuoda loubrrq uincz srli 
ozgniob m ogO'iB-vbr. sldsilznomab 
bi t <28' ziiThc’jRescarch.bDesigns- &;StandardSj0fganisation 
under the Railway'iBdardzisa.-welbcquippcd,' tq .undertake! 
consultancy \servi ces/’n import rsubstituticra^q/efiginecring 
services, preparation of designs and standards.:] RDSO!is also 
rendering services- for.exportofjrailwayiequipmenttas also for 
railway. ,installaiions-orhwsorticri;ofn]theyjundefafcveldped ( 
countries.''t,3ndia; isr-mdre,-, orilesS'.seiE-sufficicntrinralh railway 
projectsbnh r.ear! r.vr<f/lay» no ton si li ttiil znodibnos ad! oi 
ricni v inxirticp' p" 1 i'UB yumrinsm no siuItbneqyD ovlovni Jon 
Ports .viim.-Gi or!; nni) ’r» botaairdiA ad neo 

lo lioqm; xol sgnnrlaxa ngioiol lo asuilrar'd (u/) 
ngr29.i nThe,icountiy,-is not, selftsuffirieht bin; providingi 
Co nsultancyv services tifor the working^ and Sdevelopmentuofi 
ports.-in Indiancltr cas< r ,of>biggcripdrts and speciabproblemsp 
foreign consultants and engineers are employed../;/! otob-ot-qu 
bar. yonrilnznoO baegm bliiodc i.ibnl m adnf.d o/fF (nrv) 

Iron &!SteeI Plants zzamzud a/ liq.;ai r zu daov/ ngtzob azsooaq 
.aJnsmoaiupoT Isntjco %nOv:*r gniioom aol zdiasm no 
ad; 30,y,-aSomc r foreign; assistance, might ;be ; requlrcd' ; ip the 
detailedl, designoa'rtd .engineering; for, ;theimamr-.cquipment? 
Steps haveitoibe^taken.;to"devcl6p r th?se > capacjpes^uick|yv 
Go!laboration--a|geemcnts,.would .be- necessajyn for Jf LjD., 
Converters;-, similar.-tocthercnes now entered,, into by; the, 
Heavy Engineering Corporation for blast fumaceSf; 0 clike, 
ovens, -.and vconcast ; t -plants. .-or The,. CEDB^i, "Should be 
strengthened .to undertake-work in fields in which .India ,is, -not 
self-sufficienL! m nj be'*, r -ns rtiyii»iodfi«loa 

onSl.bigThe Committee,- feels.- that . ‘he. major , equipment, 
manufacturers -'could , .enter into, licence agreements ;jn, 
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jfericy, cookj oe mica . 1 * , , 

know-how from abroad. , , . ' „', ‘ 

Cjqf.yijViti ^°^ n c3^tiW l ’ht^' f eli&ii&h'n'| 1 ofconstfltants 
<> V i J Aft b mi . tin u.ZYx' i: ■ T ' A V f ? D_ .^i 4 '-c;a riAjV'UrtfWPft. 
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,?ll<J, f[vT n Simiigthcri!ngof1He'CEDB i U'fiich''c8uld , fri ! fe’llSc 
’HFiifnc linddhakh t6 t x^o'fk f dri I liffi!^ >! jn^Yii$c f H ^K31a T lfstilf'hbt 
'J5[ferelia?ftl. ,: ’ ,,l:rr3 c l r ‘' > '' “ < ' 0 ' A° 10f l ijC l tnjraa) 

.mulrm] irlimir bne annitHEqsiq ailorioDli. ,a3gH3V3<) lorw 
i X1u , Tifluitf l ' ,ar ‘ 1 1' " ! ' rfl -' n .boini.dajrn lo /;y}Y! (fir.rci odt, at. 

‘‘-"ThS u NflDC' 1 hbf °cW<!rgfc'd V P 3, Kfljy n fcqMijpii 
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MsH, 


Manoaras, nyarauiic pncumaiic stowing, introduction of he 

WWtikm&im and'Vupportrd^ToW^fenVp/'fe 

.1 _• r_„: It'Cft Uf 


■s ot coai washenes Similarly, all ihe eqtupmerft 
.required for c^^ e 'ri^ f ^"by 

&un¥J9' ''- ,f ’ Lml 01 a^i.MDunw vi.fii ?Jni.d on j (iiwj 
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Mining-other than Coal r . .‘dyrnsq sir 1 

- n , ''r^ ^ jhVS’mmdtee noted 

^^Jlfe'^ise and lacifitiw exi'sV- lSHW.c^ouniry for' ground 
a h<f geoichem i ral 'su rwy^f m'appi hg 'sS&% 
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gib-physical ' ' ^ rveyf- r: ~ ft 5S'' , dc^lrhti!c !r to ; i Ptiild'up' "technical 
° r ; . r , . mi' UiiTlod 10 ‘jJuJna.n n* il>rj, 

competence m the Field. 
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'hottdOer’,'’ if ' (KcFiieKnces ’of ’iflcperf drilfihg contractors 'from 
"dbibad ' lirfe' u't p ./-<l)t ^VkT,a,arYl&''lfVllAi*^4jrrtili,itP , nnl1 

•susfHiftea’.high'i 


abroad 'ire utniyB.' probef standards"’ iri' orej'ijrliliii^'and 
jjh 1 rite’ 6”f 6'rc'rcrovefy > c<5ci'fcl be'Puiltupi ,n '-’-l |L n 
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mine layouf development and 'dperatiohab t;now-hbv,V ,v lVe 
hrPa J f h ' r!vh i cli ' 1 fore i gn } i assist'irl ci ' ‘wou id' ’Be' retjuirfe'd’ ‘is m 


"respect of ; up^iJ-date ' "s'haii r sfikiri'i ! 'arid ( u n neli ng‘ tcihAiq ue . 
r Our engiheefs couldbesent'abroid foi 1 training.' ’’ 1 lu " J > 

no 'I.llli. ; ' t^l'.nro) t'egf'ult'i 3 ln''p IlM'o . 
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iviEliu^ j3 rii\r ’C&Timi'tfce 1 &'bvilcJ li tgt ’ t h'a? ‘iYlpSpi’ take n 
carl^fo niHfii^fep’.Hd ensu'fc^M^seff-Sufnciency.' M _ 

bnr. >onM!ii?no'j To aiioq/a nil) qu bliud ot iMiio nl < *c 

< 't6anW$hmg' 3,ll ' rui!r ' 1 ,f)a ' m ' , T ) as uvw gmiv migns 
33. There is no single i n dige n 6 dS ' 6 fgi msK (ion 'U-h ic h 
! i3n complitify Ihri't'ithfii&l cfli’iitlltan'cy ^ervic^ for 
! th’4'iii'al''mtnm^rOjd’cYiTh}oi^'oreaiii&iionsiike‘NCt3G, 
f !»fK ,| Mi/,eS(;rndi^Ttd.7 n ah'd ^iWl EffgjiMfe 

Consultants that can undertake the bulk of the aSt&USSScv 
^rli' 1 1 ft 'ad S fiiibn’ri : feW 'organ isii tibrtsYik'c 1 tfii l Cianddn-feach 
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uuiiauiiamo ioi mu jrtwjvn ihjuui wi ujv. 

crlishini; '' sc'A’ning, 1 Washihg and l&i'ding ' plant's 'Tor ’"the 
'Biiladila 'TiOriftri:' project. 'Thi' Wdw-Hoivid the / C0Lfniry!fb l r 
the beneficiafibd' bf' i'rorf n dfe fincSi bj? 1 jibing 1 oi 1 , ’dikfe'r 
fritth’Bcis is lifndtd itnd f ii ii 'ne'etssary liSh'ave larjje scali' tests 
Biitsldd' the 'coiihtry and 'ou’Y pi tintS' dfeSigned iccoplingiy.' In 
'the' n afea 'of 'detailed 'cHgiheerihg' '^'oo’d progress haS' 'trie h 
made by the, Indian consultancy firms but mfcre are" gaps 

MU m-tity nVd 'clirl^ f 41 

v' ?non r Mi Jionv? >• /i-i^ >\ i'XMi 


I ^h’dinkF r COTT i r p"4ve1d^rt1eftt f> cdr|M!irati6fl t 'haS'how"''gdln'4cI 

sul^deh'tTndW-hiiiv'^hd bkperlHiiceldten fo"r'decp‘ rftineSj'Btid 
r cdil'uhdertak(? pfcpara’tidri 'Of fSiSibliitV ancf’prqjcct reports 


^letaliurgy (l " '“-v «q o / M r. . 

■’467 ','Prpdess ltd ow-h erw Is ’ red ui red 1 i h ca s e s like ‘fl'ash 

’smelting ' of ' cdppi’i 3: (J o n ce hi ra t eSj 1 ' hydro- metallurgical 
/■/ . t-in ■ /ivrri /ikoi n n. js, i » .• v, ‘t . , h’I 
techniques. In such cases, patents could preferably pc 

bb'taincd Instead 1 of taking them' on the basis’ of tied' credits 

aHd associated'fdrfcigh cdhsult’ahcy with restnc’tive'uscs!' ‘ In 

tKe'Teld ol 'procurenVenf : krid’'«3nstructiAn work/ 1 Indian 

’kri6w-lipw J 'U Sufricichity' ’developed and* use of foreign 

Pd'nsiltdhis! sfd'uld hbt b'ifh'iteknf 0 " 
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MAMC The consultarfcjl 'ieMSs 'jn’the'field bf cbat’rriining 
'SaVe^d'Pf Ihe’indi^cniiu^'dfeinislitidnS 'decd The fdlfowing 
'’aSsMince^ ' "'" '= 3nbn ^nr gm-rs /jotoortl i mo ”<im? 
Itrii/i 


Fertilisers 


i iiuui ml i inn , wf i ,'j, 

inn ‘iii.T Jtq 1 Mx.ne r-.i 


r>".'T 1 ‘jiii'n 'f"> ) i 



of 

the 


acquisition , of .knpw’-how for amjnonia ( urea, t let -steam 
reforrfung 'protess, '‘'Prayon phosphoric acid ’proofs and 

TiLL.’iLVni? ' nj. 1 l .'ifv <; vj ' r / irt.\ ,i i. -w r i't ji 


Corporation. ^(FEDO)' 1 ,of ;: thf L1 fcf ilisersf andVthcmicat's 
'TravancoreLidf ran lake up riew projects’ oh ’tum-peyl' basis. 
In order to keep pace with. the, advanced technology, a good 
bM fS'ea'tch and'pTl ot plam'stbdid'^il b'e'nbc^!^ '’' 

oi'Dmk.'-; ,<-13 'ncjtu Fejj,nq x gn.tl i^riwj io 

Peiroieum^efinihg and Petro-Chemiial'Indusf rleE * n , ! 1 ‘ ' J 
42. Apari irom 1 Emgineeib 'India ’ftdf, 1 *a public sector 
oraganisation set up to provide the necessary consultancy 
services in this field, other private consultancy organisations 
are also buildmg up expertise for , speedy . and , fuller 
development of indigenous know-how! The Committee is of 

the'viewi that Indian organisations should ‘be engaged hs the 
.id Limn riU‘11 -luv: ■ ®ri< Mi.uliwvii |,i .(li, FiP Djii-'-lb 
pnme consultant for all future refinenes. Arrangements may 


summ* 
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also have to be made for close link-up of the experience 
gained by such organisations and problems covered by the 
Indian Institute of Petroleum. 

(i) Process know-how. Initial purchase of process 
know-how with no restriction on repetitive use is desirable m 
petroleum refining and petro-chemicals. This could be done 
by either IOC or indigenous consultancy organisations. 

(li) Process Design: Once the process know-how is 
obtained, the process design work should be taken up by 
indigenous design engineers. The services of foreign experts 
should be permitted where necessary. 

Very little progress has been made to build the necessary 
facilities for process design in the field of petro-chemicals. 
This needs urgent attention. Incentives for development of 
such facilities on desired lines may be considered. 

(iii) Detailed Engineering The detailed engineering 
can all be done in the country on the basis of process designs. 
Specialist assistance may be required in areas like (a) Design 
of thermally rated heat-exchanges; (b)Design of distillation 
trays and columns; and (c)Refinery heaters and furnaces 

(iv) Shop Drawing Normally such drawings are 
prepared by the manufacturers of equipments themselves. 
Assistance may, however, have to be rendered by the 
consultancy organisations in view of inadequate drawing 
office facilities with some of the manufacturers. 

43. The Committee studied the remaining industries, 
like heavy inorganic chemicals, sugar, cement and paper and 
found that the consultancy services in the country were more 
or less adequate. 

44. The Committee has tried to identify areas where 
India has gained self-sufficiency and where the imports of 
consultancy services, process know-how, shop designs, 
detailed engineering were necessary. This does not, however, 
purport to be true for all times. Fields in which presently 
there is self-sufficiency may require imports of process 
know-how and consultancy services in view of the 
technological developments in foreign countries. On the 
contrary, fields in which presently there is need for import, 
India may acquire self-sufficiency with the research 
technological developments being accomplished in the 
country. The proposed All-India Institutc(s)/Association(s) 
of Consulting Engineers should prepare annualy an authentic 
document indicating fields in which the country has gained 
self-sufficiency and gaps that still exist where imports are 
necessary. 

45. On the basis of the Five Year Plans, the proposed 
Institution(s)/Association(s) may prepare a programme for 
developing consultancy and process engneenng services 
needed for projects included in the Plan. 

46 For effective utilisation of the consultancy services 
available in the country, the proposed 
Institution(s)Association(s) should arrange from time to time 
meetings of consulting/proccss engineers, contractors, 
equipment manufacturers, project owners/promoters, 
D.G.T.D., C.S.I.R. and other research organisations. 

Exports 

47. The development of consultancy and engineering 
services in this country is of recent origin, and primarily 
directed to import substitution. In several fields, India has 


built up capacities and gamed experience which can be 
utilised to render engineering services to other developing 
countries. 

48. India has an advantage over the more developed 
countries in providing consultancy services and undertaking 
’turn-key 1 contracts in the neighbouring countries either for 
building up infrastructural' facilities or for establishing 
industrial projects by virtue of her experience under similar 
conditions. India has reached self-sufficiency stage in respect 
of buildings, structurals, roads, bridges, rail transport, 
irrigation, power and telecommunication. She can establish 
complete projects of consumer industries like textiles, sugar, 
cement, paper, oil, food products, soap, cosmetics, leather, 
wool, beverages, alcoholic preparations and similar products, 
as also many types of mechanical, chemical, metallurgical and 
mining industries. Projects could be set up with varying 
capacities to suit local demand. Further, the comparatively 
low cost of Indian engineering services is an advantage over 
the advanced countries. 

49. India can render technical and organisational 
assistance to all developing countries in establishing 
small-scale industries with latest industrial technology and to 
undertake manufacture of various sophisticated items like 
radios, T.V. sets, automobile parts, colours, pigments etc. 

50. In order to build up the exports of consultancy and 
engineering services from India, the Committee recommends 
the following lines of action: 

(i) Conducting pre-investment surveys and " 
preparation of pre-feasibility reports would be a distinct 
advantage for securing consultancy contracts in foreign 
countries. 

(ii) Advance knowledge and information of the 
National Plans and the projects selected for execution will 
make consultancy organisations and equipment 
manufacturers ready with their bids to compete. 

(m) For meeting the requirements of package deals for 
turn-key jobs, consortia of consultants, process and design 
engineers and suppliers of equipment should be organised. 

(iv) It may become necessary for the Indian 
consultancy organisations to go in for partnerships with 
reputed organisations in other countries and/or to accept 
subcontracts from international firms. 

(v) The proposed Institution(s)/Association(s) may 
bring out a Directory giving the names and fields of service 
of all consulting/proccss engineers, equipment 
manufacturers and contracting organisations in India and 
forward its copies to Embassies in foreign countries. 

(vi) Registration with the International organisations 
like World-Bank, UNIDO, Asian Bank etc. would enable 
Indian consultancy firms to obtain consultancy jobs allotted 
on global basis 

(vii) In the interests of export of technical services and 
industrial equipment, credit facilities may have to be 
extended to developing countries which are short of foreign 
exchange and lack financial and other resources. 

(viii) The banks may undertake to finance complete 
projects involving turn-key jobs and payments for contracts 
over long periods. 

(be) A Foreign Projects Development Fund may be 
created by the Institution^)/ Association^) for undertaking 
studies and establishing close contacts in foreign countries. 
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EXPERT COMMITTEE ON 

MULTI-STATE COOPERATIVE SOCIETIES LEGISLATION, 1971. 
Report, New Delhi, Ministry of Agriculture (Department of Cooperation), 

1972. 221p. 


Chairman: Shri Udaybhansinhji. 

Members: Shri S.S. Puri; Shri H.M. Joshi; Dr. CD. 

Datey Shri L-N. Renu; Shri M.M.K. Wali; Shri 
P.L. Gupta; Dr. S. Dandapanl. 
Member-Secrelaiy: Shri A. Das. 

APPOINTMENT 

Cooperative societies with objects extending beyond one 
State, are at present governed by the Multi-Unit Cooperative 
Societies Act 1942, which is a Central Act. When this 
Legislation was enacted, there were only a few multi-unit 
(multi-State) cooperative societies, most of which were 
employees' thrift and credit societies. The State 
Reorganisation Act, 1956, incorporated suitable provisions in 
the Multi-Unit Cooperative Societies Act to govern such 
single-State societies which became multi-unit societies 
consequent on the reorganisation of the States. A special 
feature of this MUCS Act is that it is not a comprehensive 
legislation containing detailed provisions for the 
incorporation, regulation and winding up of multi-unit 
cooperative societies; it is only an enabling legislation which 
facilitates incorporation, regulation and winding up of 
multi-unit societies in terms of the Cooperative Societies 
Acts of the States wherc the principal place of business of the 
society is located. In other words, different multi-unit 
societies arc governed by different cooperative laws 
according to which their principal place of business is located. 

Since 1942 when the MUCS Act came into force, the 
cooperative movement has witnessed substantial 
transformation, in terms of its organisational structure, 
diversification of activities as also in the overall size of 
operations. A significant feature of these developments is the 
emergence of national federations of cooperatives in 
different spheres of cooperative activities . Large reliance is 
now sought to be placed on these national level organisations 
for providing leadership and support to their respective 
sectors of the movement 

The new development has led to the demand for a 
comprehensive legislation for all multi-unit cooperative 
societies. The Working Group on Cooperation (1968) set up 
by the Administrative Reforms Commission observed: 

The emergence of national and regional federations and 
growing intcr-Statc relations between cooperatives require a 
full fledged Central Legislation governing various aspects of 
these Societies*. - ’ - . 

Similarly, a Study Group appointed by the National 
Cooperative Union of India had also emphasised that the 
nhtional_ level cooperative organisations should be brought 
under the direct purview of the" Central Registrar and, for 
this purpose, a comprehensive leg'slatiorrshould be enacted. 

The Government of India have, in the context of 


cooperative development in the country, recognised the need 
of a comprehensive Central legislation and, in pursuance of 
this need, appointed an Expert Committee under the 
Notification of the Minlstiy of Agriculture (Department of 
Cooperation) No.1/11011/7/70- Coord, Dated the 4th 
March, 1971. 

TERMS OF REFERENCE 

The terms of reference of the Committee are:- 

1. To recommend the scope of comprehensive Central 
legislation and the basts on which the same is to be framed; 

2. To consider the desirability of categorisation of 
Multi-unit Co-Operative Societies on the following or any 
other suitable basis: 

i. National Cooperative Federations; 

ii. Societies having membership residing in more than one 
State, - 

iii. Other multi-unit cooperative societies having objects 
extending beyond one State. 

3. To consider and recommend the extent of powers and 
responsibilities of the Central authorities and the extent to 
which the same can be delegated to the State authorities in 
respect of different categories. 

' 4. To consider other related matters. 

CONTENTS 

Introductory; historical ackground and critique of the 
present legislation; Suggested scope of the proposed 
legislation; Preliminary; Central Registrar and Registration 
of Societies; Members and their rights and liabilities, 
Management of Cooperatives; Privilages of Multi-State 
Cooperative Societies; Audit, inquiry, inspection and 
surcharge; Settlement of disputes; Winding up and 
cancellation of registration of cooperative societies; 
Execution of awards, decrees, orders and decisions; Appeal; 
Societies which become multi State, Miscellaneous, Rules 
making powers; Administration of the Legislation; 
Concluding Observations: Anncxurcs from I to XVII. 

CONCLUDING OBSERVATIONS 

The constitutional responsibility of the Central 
Government for multi-state cooperative societies and the 
emergence of national federations in recent years, have 
underlined the need for a comprehensive Central legislation 
governing various aspects of the functioning of multi-State 
cooperatives. We have, as required by our terms of reference, 
suggested in this Report a broad frame-work for the 
proposed Multi State Cooperative Societies legislation. The 
contours of the legislation we have suggested, follow the 
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general pattern of the Indian cooperative legislation; but, in the Central Registrar may be delegated to the officers of the 
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Cooperative Alliance. Besides, States policiesn^ir^ .|cJy£r£ed by different State Cooperative Societies Acts, and 
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each part o'f' that Chapter, stated the types of prbyisipns^tijaC 
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intended to be a draft of the proposed 
objective is to focus attention on the important points that 
need to be incorpo/^jed^n the proposed, legislation, T.Ojgivc 
lap 


all powers of the Central Registrar have also been delegated 

to the State Registrars. The proposed legislation will bring 
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pattern of delegation of powers pf tin* ^jeniraj , Registrar a qd r 
vests the appellate powers in the Central Government with' 
large executive responsibility for the rjirgmotjpij^jof^ 
multi-State societies and the administration of the legislation 
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should also be the responsibility of the Central Registrar. In 
respect of other societies and other matters, the functions^of; 
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Hon. Secretary.Shn K.G. Subramaniam. 

dd-' ’ll /. vI'iVOC- Vjr'HVJ IJdO ! 

APPOINTMENT 
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Driving d own h i 1 |y i p, /Aeutra l;gea X ; i^e .cpnsid eyed 1 qn, 
ofFence and action taken against'the driver. 

Vehicles older than five years generally and, in any case, 
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The practice of authorising hill routes on the basis of 


operation of such vehicles iffiqld iO "5 should not exceed 
Since accidents of buses operating on hill roads are the wrdth of the rear axle by more than 15 c.m. The 

over-hang of the body at the rear should not be more than 45 


Since accidents of Buses operating 
attended with serious loss of life, measures for the checking 
of their condition and for their being driven only by specially 
qualified drivers should be taken. Also, the overloading of 
such buses, under all circumstances, should be prevented. 

Audible„waming of approach by .sounding the horn 
should be giJerfby'dn^ 

Severe action should be taken ^a^n^p^fe{^‘^oir3df 
driving vehicles on hill roads without valid driving licences. , 
— -• — J ~3Ss-secti$Val 


per cent of the wheel base. The rear of the body should be 
tapered to make the vehicle more manoeuverable. 

The driver’s cabin should 'oe separated Irom t’ne 
accommodation for passengers. 
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The registration of a vehicW'Snd't^'liclyjcc of fl rt£ n 3iT$-? 
sho'ufd ~\>e ‘Susrie Med ' 1 If' ’tfre . Wh' itfe' 1 is 1 cfctectecf 
overloaded conditiri?i. u,,jl '- ) ^ ^ ' at '^ riErUod 

Thc''^«fip ,: ''rf \he a eWfafc^nf ^triTf ' ^fiMldSg 
increased. They should patj’oRfi'J^r^ii fiffi 1 a rly (£f‘ & Bft'df 
overloading and other traffic offences. 

The patrolling staff should be suppIielf'^ftPjpifiSSife 
enforcement aids and also motor cycles for use on duty. 

ffl use 
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Design aoviafla'iast to kiarst 

the following policies 3 Vri rf H^^^uW°i?fa^tfsr<rcra8f J » 
safety on the hill roads. , v-nrn 

The minimum permissible radii, along with limiiih 
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For instance, there should not be any sudden variations in 
formation width from point to point. 

Reversal of alignment or the presence of ’S’ curves is 
very undesirable but as they have often got to be resorted to 
in hill roads, they should be limited to the minimum. 

Transition curves as well as shock free vertical curves 
should be used to avoid jerky movement of vehicles. 

Widening at curves should be adequate for off-tracking 
of the biggest vehicles moving either way. 


All horizontal curves should be carefully aligned with 
super elevation provided as per prescribed standards. 

Visibility at horizontal curves should be improved by 
cutting sight benches, in accordance with stopping sight 
distance requirements. 

Design and construction of hair-pin bends must be given 
special care so that they fulfil the design requirements of 
minimum radii, carriageway width, grades, super elevation 
etc. specific to them. 
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Members: Dr. Gautam Mathur; Shri. A. Chandra 

Sckhar; Shri. S.C. Chaudhry. 
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APPOINTMENT 

The Committee on Unemployment, at its meeting held 
on 17th June, 1971, considered the first term of reference for 
the Committee, including the recommendations of the 
Committee of Experts on Unemployment Estimates under 
the Chairmanship of Prof. M.L. Dantwala, the Works of the 
Inter-Departmental Committee, the work done by the 
Working Group on Concepts and Definitions appointed by 
the Central Statistical Organisation, the studies having 
bearing on the assessment of unemployment in the country 
undertaken by different agencies in the past and proposed to 
be unde^aken in the near future. The Committee felt that it 
would be useful if a Panel was constituted to review in detail 
the subjects covered in the first term of reference set for the 
Committee. Accordingly a Panel on the Assessment of the 
Extent of Unemployment and Under Employment was 
constituted on July 26, 1971. 

TERMS OF REFERENCE 

"To consider the first and fifth terms of reference of the 
Committee on unemployment and make recommendations 
thereenfor-submission to the Committee". 

'CONTENTS 

Part I :- Introduction; Recommendations of the 
^Dantwala Committee and ’ Action thereon; Source^ of 
Current Statistics; Data derived from Population Census, 
1971; Summary- of State-wise data; Summary, of Conclusion 
and Recommendations; Appendiccsto III; Part II:- 
Introduction; Fifth terms of Reference and its Scope; 
Existing Arrangements; A Suggested Framework for 
Manpower Planning and Employment; Conclusions and 


Recommendations; Appendices from to I to XVIII. 

RECOMMENDATIONS 

Part -I 

It would be extremely difficult to develop a composite 
picture of aggregate level of unemployment on the basis of 
current data. The quality of data is uneven and the 
comparability between different sets of data is largely 
vitiated. Partly this is also the consequence of different 
concepts having been used in deining the relevant categories. 
While, under certain circumstances and under given 
assumptions, it may be possible to use the available data over 
a period for assessing the extent of relative shifts in the 
incidence of unemployment, little can be said about its 
absolute incidence at any particular point of time. 

2. The Panel does not feel it necessary to deploy 
disproportionately large resources in search of precise data in 
this area. It is in the nature of the Indian economy that 
unemployment often assumes a disguised form, and given the 
disparate levels of school, economic, cultural and educational 
development, it would be in the nature of will-o’- the wisp to 
try to have precise measures of the various forms of 
unemployment in different parts of the country. 

3. It would be worthwhile to await the detailed results of 
the 27th round of the National Sample Survey and of the 
subsequent rounds which could be expected to provide a 
large volume of systematic data, comparable to each other'on 
a continuous basis. The permanent Commission, 
recommended in the context of the filth term of terms of 
reference, may operate as a continuing agency for providing 
the necessary guidance for assessing tfie incidence and 
magnitude of unemployment in terms of agreed concepts and 
measures. 

4. In view of the criticism levelled against these concepts 
and definitions to the effect that these may be more relevant 
to the advanced countries, need for evolving concepts and 
definitions suitable for Indian conditions particularly in rural 
areas was obvious. 

5. In delimiting the basis of disaggregation due notice be 
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taken of the fact that the unemployment situation in India is 
beset with social and political overtones and strong cultural 
prejudices for or against certain types of employment, 
activities, or works. . 

It would, therefore, be useful to lay emphasis, in any 
scheme of disaggregation, on socio-cultural, political and 
economic factors of the population as also on the aspirations 
and job preferences of the unemployed and the 
under-employed persons. The studies carried out by the 
National Sample Survey regarding the economically weaker 
sections of population during the 25th round is a step in this 
direction. There is scope, however, for further and more 
frequent studies to determine the following; 

(i) demographic characteristics of different segments of 
the labour force; 

(li) their educational attainments and other professional 
and technical training or experience; 

(iii) their present state of employment and its 
assessment with reference to the above background; and 

(iv) their attitude towards employment, the cultural 
conditioning and inhibitions, if any. 

6. These data, it is felt, will help in formulating the 
programme of employment generation, in planning supply 
against demand for different types of personnel or 
programmes of work and working out plans aiming at 
transforming the social and cultural values in keeping with 
the socio-economic aspirations of the country. Some of the 
dis-aggregations could no doubt be fitted into a sample 
survey or large scale investigations, but others would call for 
type studies. 

7. There also seems to be need for assessing the impact 
of changes in educational levels, socio-cultural background, 
emergence of new technology on unemployment on a more 
realistic basis. As certain type of activities or traditional 
professions suffer a decline, a section of the labour-force 
would be rendered surplus. An assessment of the magnitude 
of this section would_.be required to plan avenues of 
employment for those involved. 

8. There is also need for more specific and extensive 
study of the casual factors which influence the participation 
rates of different groups of population. This information will 
assist in making reasonably meaningful projections for the 
future. 

9. The Dantwala Committee had recommended the 
rctabulation of the National Sample Survey’s past data so 
that disaggregated estimates of unemployment and 
under-employment could be obtained. The possibilities of 
getting these rctabulations done were also explored. On 
reconsideration of the issues involved, it was felt that the 
effort involved in going back to the past data might not be 
worthwhile. The Panel feels that the National Sample Survey 
as a source of data has great potential for the development of - 
the entire statistical structure of manpower planning and for 
study of employment and unemployment in the country and 
should be fully exploited. 

10 Sample studies of the registrants on the live register 
In association with the NSS enquiries can provide valuable 
information. 

11. An integrated approach to the study of the problem 
of employment and under-employment calls for a suitable 
set-up which Is not available at this time. The adequate 
exploitation of the sources of data could not be possible 


through ad hoc arrangements or short-term efforts. The 
Panel has attempted to suggest a suitable machinery in the 
form of a Department of Manpower Planning and 
Employment and the National Commission on Manpower 
and Employment. The enormous amount of detailed analysis 
of the data and a variety of studies to be taken up for 
budding up a suitable statistical base can only be taken up by 
the proposed Commission. The Panel is convinced of this 
after reviewing the data available, the studies carried out by 
various organisations from time to time, the studies taken up 
by the Government agencies, sponsored by the Planning 
Commission and also by the Committee on Employment. 
Therefore, the arrangements for continuous and long-term 
study of the problem should be made as an integral part of 
the Government machinery, to begin with, at the national 
level. The lines along which further action can be taken and 
the details thereof would, however, be the function of the 
proposed Commission. 

12. It is felt that among the sub-category "other 
non-workers" of 1971 Census, the males in the age-group 
15-59 might approximate to the number of unemployed 
males in the said age-group. The same cannot, however, be 
said of the females. 

13. The total number of persons in the eountiy with 
graduate degree/post-graduate degrees, professional degrees 
and technical diplomas or certificates not equal to graduate 
degree enumerated during the 1971 Census was 35,14,300 in 
urban areas and 4,06,800 in rural areas, the total for rural 
and urban areas being 39,21,100. As against this, the total 
stock of technical personnel in early 1971 estimated by the 
Council of Scientific and Industrial Research was 31,08,900. 
Assuming that the sub-category of "other non-workers" 
roughly corresponds to the unemployed among these 
personnel, the ratio of this sub-catcgory among the total 
stock varies from 138% for the agriculture and veterinary 
graduates to 6.28% among the technical personnel with 
diploma or certificate. For rural areas, this percentage was 
831% for peisons with degree and 11.8% for persons with 
diploma or certificate. The percentages were generally higher 
for females than for males 

14. The most recent estimates of unemployment and 
under-employment available from a review of the data from 
different sources in respect of individual states has been 
attempted in this section. These estimates are based on data 
from different sources, particularly from studies or surveys 
pertaining to different periods of time and have taken into 
consideration concepts and definitions specifically adopted 
for the studies in question. With these limitations, the data 
for different states cannot be pooled to arrive at all-India 
estimates. The comparisons between different states will also 
not be valued because of these limitations. 

Part - II , 

Different organisations collect data for their respective . 
purposes which indirectly throw light on particular aspects of 
the unemployment situation. There is no mechanism at 
present to bring these data together for an integrated study . 
of the problems of manpower and employment. There is thus 
a need for effective coordination for ensuring comprehensive 
and timely information on manpower and employment 
planning. 
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Iprge proportion jOj,,thc T, labour ; force u wluch jjs cynje^tly 
unemployed,, orniunder 7 Smploycd;t i; 'pla_nnihjj ;i thQ i: supply fr , of 
.tc^hnicalxanda [Other, H qualified r.-pcpsonnel fprnpjeygjppmpqt 
programme? ibojhoifotj, the,. present, and, for,-, future;^ ;and 
frrapgitigelhp] ?upply, ^.technical, pc rsonndjiri Record ap.ee 
I v, r tth)tho J plan f( I;achK3f',(he^e.,facets 1 has 1 itS;p.lanmng f; cxccutjyc 
fmdnevftluatpjy^appects.pThcrcuisnnccd, fop establishing, ,-an 
.qrgpnisatiQnal j^tpvcturft] and.-m system, rflfvprocfdureST^o 
c.nsupeicffcctivc coordination and cyaluatiqnn r , 3 -, OI ) yn) ,,i 
.inerSom^nof the existing .organisations ,dcal,rcxdusively;yqth 
functions relating- Jo. imanpowcp, planning, tand.ientploiTnent 
■preationr.and r they can Lbe,-, merged-, with-, qthepj organisations 
twithtsimildr functionsauln ! the .(msQqofoome .-other, blasting 
agencies, ic.g. the Ministry, ofrEducationithc- problem maybe 
soitfcwhat idifficultiasdhe. data ;.qollectcd! by,. that iMmistry^rc 
primarily intended for their administrativo ( ,pvirpQscs.u;The 
•responsibility, tfoilicollectioni.ofisuchldatpp, cannot readily be 
^aken-awtayjfnom. that-Minfstry,, There is; therefore, .need nfpr 
Xindingnout effcqtiveimethodsr, for,] coordinated i -action ewith 

.thattMinistjyitOrScrvcntheDnecds.jObeducat^pnaUasnWeJbas 

employment and manpower planning. ?oIi,-nil srii lo biw 
( || W Thc.iquestionuofnlceepingi a-joqntinqous watch on the 
.cmpro.yment ri ';unpmpJ 9 yment,,(and., i undcr 1 emp]pyjnent 
sjfua’tipn f and. L qf jcnsuring anbajancplbptfflcpo tjiersupply )( ,qf 
,and i.rieman(lr;i'ori J Jabour r 'in dilfefpnt t sectors, ^necessitates 
imonitoringi.of -.the .cmploymcnt-rgcncrating.capacity of, dhe 
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dOoefomt 0,tD.epartment.,,ofo Eniployment^and ,, Manpower 
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believes in the equahty_of women. We, therefore, urge that 
community organisations, particularly women’s organisations, 
should mobilise public opinion and strengthen social efforts 
against oppressive institutions like polygamy, dowry, 
ostentatious expenditure on wedding and child marriage, and 
mount a campaign for the dissemination of information 
about the legal rights of women to increase their awareness. 
This is a joint responsibility which has to be shared by 
community organisations, legislators who have helped to 
frame these laws and the Government which is responsible 
for implementing them. 

Women and the Law 

Eradication of Polygamy in Muslim Law : 

Full equality of sexes can hardly be possible in a legal 
system which permits polygamy and a social system which 
tolerates it. The only personal law, which has remained 
impervious to the changing trend from polygamy to 
monogamy is Muslim Law. 

The solution of standard contracts fails to provide a 
substantive relief to the first wife with children. As the 
second marriage is not invalidated, the position of the 
husband is not prejudicially affected but for the financial 
implications arising out of the step. The deterrence of the 
criminal sanction when a person intends to contract a second 
marriage is absent. Further, it is ineffective in cases of fake 
conversions to Islam from other religions, to circumvent the 
prohibition against bigamy. The remedy is out of step with 
the position in the other personal laws in India and should be 
rejected. 

While the desirability of reform in Muslim Law is 
generally acknowledged, the Government has taken steps 
towards changing the law for over two decades on the view 
that public opinion in the Muslim community did not favour 
a change. This view cannot be reconciled with the declaration 
of equality and social justice. We are of the opinion that 
ignoring the interest of Muslim women is a denial of social 
justice. The right of equality, like the right of free speech, is 
an individual right. 

We are of the firm view that there can be no compromise 
on the basic policy of monogamy being the rule for all 
communities in India. Any compromise in this regard will 
only perpetuate the existing inequalities in the status of 
women. 

Enforcement of Provision Against Bigamy under 
Hindu Marriage Act: 

In our opinion the nght to initiate prosecution for 
bigamy should be extended to persons other than the girl’s 
family with prior permission of the court to present the 
current widespread violation of a most solitary provision of 
the law which very clearly lays down the social policy of the 
country. 

We recommend that the words ’solemnized’ should be 
replaced by the words "goes through a form of marriage*. 
Further an explanation should be added to section 17 of the 
Hindu Marriage Act that an omission to perform some of the 
essential ceremonies by parties shall not be construed to 
mean that the offence of bigamy was not committed if such a 
ceremony of marriage gives rise to a de-facto relationship of 


husband and wife. 

We recommend that a provision be introduced in Section 
6 of the Hindu Marriage Act to the effect that nothing 
contained in the Hindu Marriage Act shall prevent court 
from granting an injunction against proposed bigamous 
marriage under the Act or under the provisions of the 
specific Relief Act, 1963. 

Reform of Marriage Laws Prevalent In Former French and 
Portuguese Territories: 

In our opinion continuation of such diverse laws ( 
permitting polygamy), contradictory to our social policy, in 
these territories is totally unjustified. We recommend the 
immediate replacement of these laws by the Hindu Marriage 
Act, 1965. 

Restraint of Child Marriages: 

When the legal age of marriage in case of a female is 
below the age of discretion she cannot be expected to form 
an intelligent opinion about her partner in life. The policy of 
law which permits the marriage of a girl before she is 
physically and mentally mature is open to serious question. 
Child marriage is one of the significant factors leading to the 
high incidence of suicide among young married women in 
India. Therefore, increasing the marriage age of girls to 
eighteen years is desirable. 

An anachronism in Muslim Law governs some sects. 
After puberty, a Muslim male in all sects and a Muslim 
female belonging to the Hanafi and Ithana Ashani sects can 
many without a guardian. But a Malik, Shafi or Daudhi or 
Sulayamani Bohra virgin cannot marry without a guardian 
and her only remedy is to change over to the Hanafi school 
and marry according to its tenets. 

In our opinion a change in the law to remove the existing 
disability in these sub-schools, to bring them in conformity 
■with the Hanafi law, is necessary. 

There are large scale violations of the Child Marriage 
Restraint Act, particularly in the rural areas. The State of 
Gujarat has made it a cognizable offence with provisions for 
appointment of a Child Marriage Prevention Officer. 

We recommend that all offences under the Child 
Marriage Restraint Act should be made cognizable, and 
special officers appointed to enforce the law. 

The right to repudiate a child marriage by a girl on 
attaining majority is provided under Muslim Law if the 
following facts are established : 

i. That she was given in marriage by her father or other 
guardian before she attained the age of 15; 

ii. that she repudiated the marriage before she attained 
the age of 18; 

iii. that the marriage was not consummated. 

In our view the right to repudiate the marriage on 
attaining majority should be made available to girls in all 
communities whether the marriage was consummated or not. 

The Parsee Marriage and Divorce Act provides that "no 
suit shall be brought in any court to enforce any marriage 
between Parsees or any contract connected with or arising 
out of any such marriage, if at the date of the institution of 
the suit the husband shall not have completed the age of 16 
years or the wife shall not have completed the age of 14 
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years.* 

We recommend legislation prohibiting courts from 
granting any relief in respect of a marriage solemnized in 
violation of the age requirements prescribed by law, unless 
both the parties have completed the age of 18 years. 

Registration of Marriages- 

Compulsory registration of marriages as recommended 
by the U.N. wall be an effective check on child and bigamous 
marriages, offer reliable proof of marriages and ensure 
legitimacy and inheritance right of children. 

Wc recommend that registration should be made 
compulsory for all marriages. 

Prevention of Dowry 

The Dowry Prohibition Act 1961 has signally failed to 
achieve its purpose. In spite of the persistent growth of these 
practices there arc practically no cases reported under the 
Act. There is hardly any evidence of social conscience in this 
regard in the country today. The educated youth is grossly 
indifferent to the evil and unashamedly contributed to its 
perpetuation. Stringent enforcement of the policy and 
purpose of the Act may serve to educate public opinion 
better. 

A very small but significant step could be taken by the 
Government by declaring the taking and giving of dowry to 
be against the Government Servants’ Conduct Rules. Such a 
lead was given earlier to prevent bigamons marriages and 
giving or taking of dowry should be similarly dealt with. 

The policy of making the offence non-cognizable nullifies 
the puiposc of the Act. Wc recommend that the offences 
under the Dowry Act should be made cognizable. 

One of the major loop-holes in the existing legislation is 
that anything is allowed in the name of gifts and presents. 
Therefore, any gifts made to the bridegroom or his parents in 
excess of Rs 500/- or which can be so used as to reduce his 
own financial liability should be made punishable. 

The practice of displaying the dowry tends to perpetuate 
the practice as others follow suit. To curb the evil of dowry 
we recommend legislation on the lines of the West Pakistan 
Dowry (Prohibition of Display) Act 1967 which penalises 
display of gifts made at the time, or immediately before or 
after marriage. 

An evaluation of the impact of the amended Dowry 
Prohibition Act should be made after 5 years. The next step 
should be to set a ceiling even on the gifts that may be made 
to the bridc. 

Improvement of Laws of Divorce 

The Concept of ’union for life’ or the sacramental nature 
of marriage which renders the marriage indissoluble has 
gradually been eroded and through legislation the right on 
divorce has been introduced in all legal systems in India, but 
the same variations and unequal treatment of sexes 
characterises this branch of law also. 

We recommend the following changes : 

Hindu Law 

8. Difference in the place of work should not be 
regarded as a ground for a case of desertion or 
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restitution of conjugal rights. 

b. Cruelty and desertion should be added as grounds 
for divorce in the Hindu Marriage Act so that 
persons are not compelled to follow the persent 
circuitous route and undergo the expense of going 
to court twice. 

Muslim Law 

c. We recommend that the right of the wife to 
divorce on the failure of the husband to maintain 

' her, irrespective of her conduct which may be the 
main or contributory cause, should be clearly spelt 
out. 

d. We recommend immediate legislation to eliminate 
the unilateral right of divorce, and to introduce 
parity of rights for both partners regarding 
grounds for seeking dissolution of a marriage. 

Christian Law 

e. Wc regret that the reforms in Christian Marriage 
Lams as recommended by the Law Commission 
and incorporated in the Christian Marriage 
Matrimonial Causes Bill 1960 have not yet been 
enacted and recommend that no further time be 
lost to reform and amend this law. 

Jewish Law 

f. Wc recommend that reform and codification on 
the Jewish law be undertaken and the principle of 
monogamy as well as the normal grounds for 
divorce as provided in the Special Marriage Act be 
adopted for this community also. 

Genera] 

g. In our opinion conversion should not be a ground 
for divorce as it offers an easy way of avoiding 
matrimonial obligation. 

h. Wc recommend that natural consent ground for 
divorce should be recognised in all the personal 
laws so that two adults whose marriage has, in fact, 
broken down can get it dissolved honourably. 

i The provision in the Parsee Marriage and Divorce 
Act which enables the wife to obtain divorce if her 
husband has compelled her to prostitution should 
be included in all other pereonal laws. 

j. As a general principle, wc recommend parity of 
rights regarding grounds for divorce for both 
husband and wife. 

Adoption 

We recommend that the right of adoption should be 
equal for husband and wife, with the consent of the other 
spouse. 

We welcome the step taken by the Government in 
introducing a uniform and secular law of adoption, the 
Adoption of Children Bill 1972 and recommend an early 
enactment of the Bill as it will extend the right of adoption 
equally to men and women of all communities, and will be a 
step towards a uniform secular Jaw. 

Guardianship 

We recommend 

That the control over the person and property of a minor 
cannot be separated and should vest in the same person, 
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That the question oT'gffaVdihtfthip should ^'determined 
cl\llri:lyTr6m the' pbint'Of 'neW'tif “ttte'child’d'interist and not 
the'prior Hght'-rifieilhVr pirenf =«!» ni e ' JOVlt ' 
mo. Th'S t - 1 n e ’pa r6 n t r wh'o 1 tf oSS 1 n o t 1 h § vc 'guaWiahship should 
havckibccss 1 tblHe 'Child,' ' -• W - 11 ?u0! " rj '’ rj 

That whatever the decision taken' earlier, 3 the Child’s 
choice of guardian should be obtained when the child teaches 
thb rigk'ofT2. '° ldr*’n 3f,J bnamtnoDoi aV/ .? 
mniWtfn Siipitiof r 1 - 1 -' f ht 1 1 f6c6Hiniend'fitroTis^'df a, the U.N. 
Cdhi'triiSSidh 'OH'the’StiWoT-Wctmfed as'fdlloWs':-ri 
Jl ’ I(i) iTWbtnA f shi!( ‘hSvf 'equal 1 rights f ahd : d-jfiei; with men 
in respect to guardianship of their minor childfSn and the 
<fiifcM§b ( ^T ; patbftteli^Uthd‘rity^T'th6nV 33 lncYiiding ! tare, 
diBt’oay/bdufcatldn arid'MtilnYcnatfte; hnotnlmu orb 
gn 1 Mii)' Both 1 kptnKbs kKall HUvfe e^ial'- rights'Pnd r duties with 
regarded' ttfdaadiViini3thlHc)ft ll oE<thfe’ptt^rtyi ; 6f -their minor 
children with the legal limitations necessary to’ ensure' a^faf 
asi'po^iblgf-tharfil Ik ?adm'inls(crbd ffn Wrinte'rest of the 
CKildrfcWnoO wr, I o/l t -(d babnornnooai vc. <jwsJ 
33'''(ili)V. TheVitdel-cStrfi of the' 'Children" should be the 
paidtnblmC'Consideibtlbrtfiih aprOcdefiingsfnfdrl Custody of 
children IndhelcVent-of divOfteq'annulmeAt-ibThlarriages or 
judicial separation; 1 -! ?trt) br.otn;; b ns rmoi n oi j<-ol 

(iv) No discrimination shall be made betweefl'rScft'and 
Women | With l -fegird'40 dcrision | 'rcgaTdlhg'Oastody' , of children 
dt\d'lgiJardianShipn5r.bihcr i lpafcrtlal'frightS''ih -thb event of 
dldoidtf] lanHulfamr-of ttfkrri a gd lop’jud id al'sCpara t ton . 
sd Jo A agumi/i !taoaq2 oil) m babrjorq vu ooiovib 
Maintenance o?Ib vlinutniftoo <-.m tol baiqobi; 

icienoO 

bneTJhes prOviBidno-ror-'-mainrenaficeq-irii- th'e! Cnminal 
PrdcedUrdoGode YcohtinUes-’tb 1 fenmu the 1 ' bid Attitude to 
women. With some modifications! Tike Extending the rights to 
demhndomairttcnancdr.-tobindlgdntbparerfts^-and -Vo divorced 
Wivcsyihet'dbllj^tion’tfo 'maintain 'cdritinties'-’totbetthat of the 
man. 'Th'cro 'arcilcktaywomeri economically 'independent who 
cannok'bnlylook &ftdr 2 tHcrti3elyes''butAa‘ls0 3 their husbands 
ahd'cHildren. 23 crnGi/j aa.ir'l ori) ni roi?r«nq sriT .t 
rari As?o'weibelieVe'an'Uh'b'equaPsfa'tUPofJHUsb'arfd and wife, 
Aiid-df sontahd'dapgHtertt Welfccommenci famehdrfient of the 
law of maintcnahbc.-to '--provide I'for 1 thek'dbligation of the 
doonbmica'llyindepcndent wdfnenoq hnonaq a ?A { 
rim-cf. to'maintaih heridependent husband;- zjduu 

ii. to share with him the duty tombintaimtheinchildren; 

iii. to share with her brother the duty to maintain their 

indigent parents. nofiqohA 

The underlying principle for the inclusion of the right of 
miiihtcnafncca'rtqthe- driminp! prbccdtirc ! codenisoto prevent 
staikation bndnvagarancy. rfFhc ,ccih'ng'of!RsY5(X)/-'oh'-'the 
total amount of maintenance for all dependent persons 
SCcvhk-Unju&tificd.'Yt yd nadr.l qaja orb amoak-v- 1 oW 
ad) In' ! exlchdin^rhe'righr!of 'maintenance no- divorced 1 Wives; 

aff i exceptitsn ,1 has';beeri i introduced fio'^eViyiiftaltitehancettb 
fhoScodivdrcedk'wivo'r who hdke- feccWidl a r'Sutn 'of-'money 
paydb’lC'U'ndcr?cuStotTraryjofipctsonaMaW;iThisoxclusibn>pf 
all divorced Muslim womoii idefcatstuhfenpurpose.-of qthe- 
Section to provide a speedy remedy to indigent women. 

We therefore recommend that the ceiling placed ibniKe 
maximum amount payable as maintenance should be 
removed and the term ‘wife’ to include -divorced ’wife ib r 6 
mndc^pjilicdblc'toyiU womemvyhhout anyxteeptidnn-riT 

Utider-M u s | inv j lriw-' the- wife'etrightabmainfenariCej lasts 


only as long as she remains a wife. If she is divorced ' 
loSeJs her 'righC aiM'-i/P ohlyentitled! td'Tnainten&hceT 
months! "This ^3iaS'- treated- a j discrimination between" 
Muslim v drid'' blhefr -Indian i rvomtn 1 . 1 - we ’'recommend ' 
removal of' 'this" ’discrimift^tibn 1 - 'and t txtehsiCm iqrfi tigh 
maintenance to divorced wives. t 

In order to minimise the"-’hardkKip> 'eatlsen - 
hoh r payfn6nt 'of maintenance','- and-' tb 'Ynsui'eYcenjim.,- 
payment|! We •'reebmmend -th'at'alf maintenance ’ordere f s}ft . 
bf'dtdubfdd atStW? r SSufce by the Apldyer ; fe‘ dbhfe-lij 
case of income tax! Whereat iS : bOf > pokiibltl r to v dr'duct l at''’ 
sbutce, : ak ih! | thfe'''caS<£'’6Pa'businfcski 1 naii r '6f’i'''SelPempfe / 
person, the arrears of maintcnance'-'shobld^bt-retovime 
‘arrears of land revenue or by distress’. 

An additional mode of execution OP'thk’imalriieMi^ 
degyefc'iTiay'bfe-to adbp't'th'e Safnrf'ptbtfeduri aS is'^brteiWi i ' 
casgibf fitibs'undbr'-thcTJrimifiaiprOcedore'codgkq -ri 
orit rabnu bafiiqai on vllfnibmq am omds eojikm- 
IriheritaWeaBnoj Ir.iaor ?r. amebiva v nr. ylburi ?i j 
ylrzoig at riiuoy bninauba an T .^nboJ ori: m 

an < Th’e"I tl d i a h 1 S u cc'dssi OtP Ac t -'cb rt ferk n 0 rditrittiO^oh-tl" 
potverrilPa pti'doiktoiwill 'away 'his properly. TherifGrtjlU 
protecttont'injoytid'j b'y j a' ‘Muslim widcrW 1 lo -'a ! WHare'iqfftl" 
estate and by a Hindu widow to be maintained is'deniWT 
bthetdwidbws uhddr'thiSTnw/'Thbttf'is' ri'ttci'd f tb‘ inribTporai' 
Sbrtfe / fistVictibh , noii”thel | righ‘t 451- ICstatibH; ’•3lmilaf'lo' , tti/ 
pni valhng' briber ‘Muslihi’liawtcripfevent' a 'WiboWiffoin beihj 
left complttely dfestitute;! snave-iq oi v.-iK-.o tv-ug zu<i bt-i 

A iharb’cterislic Ifeatunl ; <jf''tHc -Tmt^teoye' rirld c Cocffil 
Ghriktiari'I'SdCeeSsiOh'sLriwg'i'iS athe^disefifniriaiioh 3 a^ains 
WOfjfen? Wi' rbcb'mmefidqhat'im'mcdiafe lcjpsiativk ffitaturtl 
be taken tO'b'rihgk_Ghriktian ;, Wbrn6n?of' 1 'Ke'ri(la"lilrttlcr ;l ttH 
IndiaiVSueciSkio'ri'AtP^ afimfsicp tb Uflifyithi'lkW.-nO 
21 n -According' fb’! the daWp/dVailing-ihitDoa; ahb'Wrdorr'l 
rclfe‘gated\ fo'i the f fOurth' , p<Aiti'ih r} arid Is' entitled tO'drity-fft 
fruitS‘"ahd "itgridultural' fcbmhio3itieS. 10 Tllis -neSds’ Icf'-h 
remedied iminediSfteiypdSifttilir^ahbinaltri'-iprevaiil'Trl r -tfii 
sucCtSsiOn’ lawB'gOvefiiirig ; Gh riili&ris 'of ''Pondibhefry 1 kdiicl 
Yfeie^te-aiwom^h 'to 1 art' inferibr'pbsftioh , ^lfd : ’do r n6l :, jegill 
hfcr2ak t 'fulf'owhei‘ l <Wtn''irv 1 the 1 fevt- casei'Wh’erc ^sheYaV'ihheri 
property, riv/e' refbmfrtdnd qthfe' , - r (ixt , ensi6n'i f bf ' dHii Ihdif 
SuCceskibn-'Att to Goa a nd .Pond i ch eriy;* 1 "’ f n ^Hrg lo vr!.',-'-! 

The one major factor which helps to 'coWifitfe 7 tli 
ineqifllily'betwe'en>!kbris- ahdqdaughVcre -utvdtir'Htndtf'law i 
thf: lrettntibnnof{ t he - M i 1 a k s h'air a' ri ' co- 1 pd r f e rt ary , rI |( i' t h‘ 
membCt^hipioT.Whithsis ^bnririCd' ortlyitO' mile rrfcml>e'rt' )l J 
number of decisions and legislation in the 20th cfehuily kW 
made inroads in the concept of the co-parcenary, but !h 
suggestion regarding its abolition' ¥e tei vcd bppbsitkrfi a h rh« 
time of Hindu Law reform. The compromise arrived at 
pToWdds’ limited cinhferitaffeel rights' 1 to ihc- mcareri-’Clas^ 1 
femali'kh’eirs'- of al 'do^parccriaiy'llut ■ 'pe'rpctuatfct 'Untqual 
treatment-rbetweeh ! , !bfothtr-' i and | nsisief.' 1 - 1 ' 1 The''- 1 rig)tk'bf''i 
ctWpaTcertaty z to - 1 renounce! ! -his 'sharfeolmtthfc -'cckparctfisty 
deprives therfemaletheirsofiany Share. -Secondly, the-righptb 
transform self-acquired vlmo- 1 joirit "faihlly' property ‘It 
frequently used to reduce the share of a female heir. 

We recommend the-abolition ofrih’cvrighti by -birlh'KH) 
the conversion of the Mitakshara co-parcenary into 
Dayabhag a.. y&i x/br.ib 

on -Section.4(2) 1 of-'tHt- Hindp Sfitccssion-tAellificludci the 
devolutiotrtbfitnaniy rights bndeiqState. llwfc'tfipm the scope 
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of the Act This had led to the elimination of the beneficial 
effect* of the Hindu Succession Act under he land 
legislation in many States. In order to achieve the social 
equality of women as also in the interests of uniformity we 
recommend the abolition of the exception provided in section 
4(2) of the Hindu Succession Act, relating to devolution of 
tenancte*. 

Section 23 of the Hindu Succession Act relating to the 
right of inheritance to a dwelling house has also resulted in 
some discrimination between unmarried, widowed and 
married daughters. The mam object of the section is 
unexceptionable as it asserts the primacy ot the right* of the 
family as against the right of an individual and therefore the 
restriction against partition which is against the family 
interest should be retained. But nothing justifies the 
invidious distinction between married and other daughters. 
We recommend the removal of the discrimination between 
married and unmarried daughters regarding the right over a 
dwelling house (Section 23, Hindu Succession Afct). 

The unrestricted right of testation often results in 
depriving female heirs of their rights of inheritance. We 
recommend that the right of testation should be limited 
under the Hindu Succession Act, so as not to deprive legal 
heirs completely. ' 

We recommend legislation in Muslim Law to give an 
equal share to the widow and the daughter along with sons as 
his been done in Turkey. 

The medley of laws which governs the right of 
' inheritance, not only of female heirs of different 
communities, but even of female heirs of the same 
community require immediate measures. Broad principles 
like equal rights of sons, daughters and widows, a restriction 
oo the right of testation, so that dependent members arc not 
left completely destitute, are needed immediately. 

General Recommendations 

Matrimonial Property ; In the socioeconomic situation 
prevailing in our country the contribution of the wife to the 
family’s economy is not recognised. A large number of them 
participate in the family’s effort to cam a Livelihood as 
unpaid family workers. Even when they do not do so the 
economic value of their effort in running the house, assuming 
- all domestic responsibilities, thus freeing the husband for his 
avocation is not accepted in law either directly or indirectly. 
Married women who do not have independent source of 
income or give up employment after marriage to devote their 
full time in family obligations are economically dependent on 
their husbands. In majority of cases, movable and immovable 
properties acquired during marriage are legally owned by the 
husband since these are paid for out of his earnings. The 
principle of determining ownership on the basis of financial 
contribution works inequitably against women. In case of 
divorce or separation of women without any earnings or 
“rings of own they arc deprrved-of all property which they 
acquire jointly. Even property received by them at the time 
°f marriage from the husband or his family is denied to the 
w °men in some communities. The fear of financial and social 
insecurity prevents them from resorting to separation or 
amorce even when the marriages are unhappy. It is necessary 
0 gbe legal recognition to the economic value of the 
contribution made by the wife through house work for 
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purposes of determining ownership of matrimonial property, 
instead of continuing the archaic test of actual financial 
contribution. 

We, therefore, recommend that on divorce or separation 
the wife should be entitled to at least 1/3 of the assets 
acquired at the time of and during the marriage. 

Family Courts: The statutory law in all matrimonial 
matters follows the adversary principle for giving relief i.e. 
the petitioner seeking relief alleges certain facts and the 
respondent refutes them. In addition, most of the grounds in 
these statutes are based on the ‘fault principle’ instead of the 
breakdown theory. As a result, strong advocacy rather than 
family welfare, is often the determining factor in these cases. 
The absence of distinction between matrimonial cases and 
other civil suits leads to unusual delay which stands in the 
way of conciliation and further embitters the relationship of 
the parties. Conciliation, which needs to be the main 
consideration in all family matters, is not the guiding 
principle in the statutes dealing with them. 

We strongly recommend the abandonment of the 
established adversary systems for settlement of family 
problems, and establishment of family courts which will 
adopt conciliatory methods and informal procedure, aiming 
to achieve socially desirable results. 

Uniform Civil Code: The absence of a uniform civil code, 
27 years after independence, is an incongruity which cannot 
be justified with all the emphasis that is placed on secularism, 
science and modernisation. The continuance of various 
personal laws which discriminate between men and women 
violates the Fundamental Rights and the Preamble to the 
Constitution which promises equality of status to all citizens. 
It is also against the spirit of national integration and 
secularism. 

Our recommendation regarding amendments of existing 
laws are only indicators of the direction in which uniformity 
has to be achieved. We recommend expeditious 
implementation of the constitutional directive of Article 44 
by the adoption of a uniform Civil Code. 

Needed Reforms in Criminal law 

Consent to sexual intercourse: While consent to sexual 
intercourse is strictly interpreted and excludes consent given 
by the women under duress or fraud, no provision is made 
for consent obtained by putting someone else in fear in the 
presence of the women. We welcome the recommendation of 
the Law Commission in this regard. 

In our view consent to have sexual intercourse requires 
more maturity than to have an abortion. The same age-limit 
should be applied in both cases We recommend that the age 
of consent below which a girl’s consent to sexual intercourse 
is not legal should be 18, permitting some degree of flexibility 
to the court in borderline cases to decide whether the girt is 
mature enough 

Bigamy: The present law restricts jurisdiction of the 
court to the place where the bigamous marriage was 
performed or where the husband and wife last resided. This 
causes difficulties to the wife who may have to move on after 
being abandoned by her husband. We recommend that in 
addition to the two jurisdictions under the criminal 
procedure code, provision be made for inquiry and trial for 
bigamy in a court within whose jurisdiction the wife is 
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residing. 

Adulter)’: Adultery in our opinion should be regarded 
only as a matrimonial offence the remedy for which may be 
sought in divorce or separation. Retention of this as a' 
criminal offence brings out clearly the values of the last 
century which regarded the wife as the husband’s property. It 
also prevents lawyers and others from giving necessary help 
to an oppressed wife. We recommend that continuing to 
regard adultery as criminal offence is against the dignity of 
an individual and should be removed from the Penal Code. 

Nationality: In the absence of any provision dealing with 
the case of Indian women marrying foreigners in the 
Citizenship Act many of them have become stateless. We 
recommend that the Citizenship Act be amended to provide 
a special rule for Indian women marrying aliens, stating that 
she will m no case lose her Indian nationality as a result of 
her marriage to a foreigner. 

The present rule prevents the children of such Indian 
women from being considered as Indian citizens. Where the 
father and mother are separated and the mother is the 
guardian, there is no justification for the rule that the child's 
nationality will be transmitted through the father. We, 
therefore, recommend the amendment of section 4 (i) of the 
Citizenship Act to read as follows : 

"A person bom outside India on or after the 26th 
January, 1950 shall be a citizen of India by descent if his 
father or mother is a citizen of India at the time of his birth." 

Roles, Rights and Opportunities for Economic Participation 

The Indian Constitution guarantees equality of 
opportunity in matters relating to employment and directs - 
the State to secure equal rights to an adequate means of 
livelihood, equal pay for equal work and just and humane 
conditions of work. The impact of transition to a modem 
economy has meant the exclusion of an increasing number 
and proportion of women from active participation in the 
productive process. A considerable number continue to 
participate for no return and no recognition. The majority of 
those who do participate fully or on sufferance, do so without 
equal treatment, security of employment or human 
conditions of work. A very large number of them arc subject 
to exploitation of various kinds with no protection from 
society or the State. Legislative and executive actions 
initiated in this direction have made some impact in the 
organised sector, where only 6% of working women are 
employed, but in the vast unorganised sector, which engages 
94% of working women in this country, no impact of these 
measures has been felt on conditions of work, wages or 
opportunities. 

Estimates of employment and underemployment clearly 
indicate that the position is worse for women. Measures to 
remove women’s disability and handicaps in the field of 
economic participation have proved extremely inadequate. 
While several factors have handicapped and prevented 
women's integration into the process of development, the 
lack of a well-defined policy, indicating areas where they 
require special assistance and protection, leaves them without 
access to knowledge, skills and employment 

Prejudices regarding women’s efficiency, productivity, 
capacity for skills and suitability debar them from 
employment in many areas and result in wage discrimination. 


The criteria for determining their unsuitability for particular 
types of jobs are not clear or uniform. Recasting the 
employment policy for women requires re-examination of 
existing theories regarding their suitability for different types 
of work on scientific lines, and deliberate efforts to promote 
equality of opportunity by special attention to women’s 
disability, and handicaps. Our recommendations aim to 
make the Constitutional guarantees meaningful and arrest 
the trend towards gradual exclusion of women from their 
rights to a fuller participation in the economic process. 

We therefore recommend the adoption of a well-defined 
policy to fulfil the Constitutional directives and government’s 
long-term objective of total involvement of women in 
national development. Such a policy should be framed by a 
Government Resolution. This policy will need to be 
implemented carefully to avoid evasion by direct or indirect 
methods. Apart from specific occupations from which 
women are debarred by law, employers should not be 
permitted to exclude them from any occupation unless the 
basis for unsuitability is clearly specified. 

There should be a cell within the Ministry of Labour and 
Employment at both Central and State levels under the 
direction of a senior officer to deal with problems of women. 

We further recommend the following changes in the 
existing laws: 

Maternity Benefits Act, 1961 

This Act should be extended to all industries not covered 
by the Act at present and the provision of maternity relief 
ensured by the creation of a Central Fund levying 
contributions from employers. The administration of the 
Fund should follow the pattern already established by the 
Employees State Insurance Corporation. 

The Act should also cover agricultural labourers in the 
same manner as suggested for other industries. To facilitate 
its implementation, the Central Fund should also include a 
levy on Agricultural Holdings Tax by the Committee on 
Taxation of Agricultural Wealth and Income. 

The anti-retrenchment clause already, included in the 
Employees State Insurance Act, 1948 should be incorporated 
in the Maternity Benefits Act. 

For women retrenched for short periods and rcemplqyed 
on the same jobs, the period of unemployment should not be 
treated as discontinuation of service for their eligibility for 
this benefit. For casual labour, a minimum of 3 months of 
service should be considered as qualifying them for this 
benefit. 

As decided by the Supreme Court in the case of bidi 
workers, the provision of maternity benefits should be 
extended to home workers in all other industries. 

In order to eliminate unjust denial of maternity benefits, 
scrutiny of applications should be done.by a committee of the 
management and trade union representatives. The latter 
should preferably include a woman. This will provide greater 
incentive to women workers to participate in trade union 
activities. 

The penalties for evasion of this law should be made 
more stringent 

The system of paying cash benefits in a lump-sum 
sometimes gives rise to inadequate attention to the. 
nutritional needs of the mother and the child. Payment of 
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maternity benefits should be made periodically. 

Provision of Creches 

The present limit of 50 women workers for the 
application of this provision under the Factories Act should 
be reduced to 20. 

Women employed as casual labour or as contract labour 
should be entitled to share this benefit. 

Wherever there is a demand, a room should be provided 
for keeping small children for other groups of women 
workers e.g. workers in offices, hospitals, shops and 
commercial establishments. 

As far as possible, creches should be established near the 
residence of women workers rather than the place of work. 
The ideal arrangements, in our view, would be 
neighbourhood creches. 

Working Time 

Permission to work upto 10.00 P.M. should be granted, 
provided arrangements for the transport and security are 
made. 

We further recommend effective implementation of the 
Maternity Benefits Act in all States and the extension of the 
Employees State Insurance Scheme to those areas which are 
not covered by it at present. 

Equalisation of Wages 

We recommend legislative enactment of Article 39(d) of 
the Constitution— equal pay for equal work - to add the 
weight of legal sanction to what is only a policy at present 

We further recommend incorporation of this principle in 
the Minimum Wages Act. 

Integrated Development of 
Training and Employment 

We recommend reservation of a definite quota for 
women for training within the industry in order to arrest 
their retrenchment as a consequence of modernisation. 

A similar quota should be reserved for women for 
training of apprentices under the National Apprentices Act 

We further recommend developing programmes of 
vocational training in close relationship with industries and 
resources located in the area. Links with possible employing 
agencies have to be developed from the beginning so that the 
training does not end in futility. 

As recommended by the Committee of the All-India 
Council for Technical Education, polytechnics for women 
should include a production centre with assistance from the 
small scale Industries Departments. of the State concerned. 

Training programmes in production and market 
organisation to develop self-employment should be 
developed. 

Special efforts have to be made to develop vocational 
training for both illiterate and semi-literate women workers. 

We further recommend development of 
training-cum-production centres in small scale or cottage 
industries in both rural and urban areas to provide 
employment to women near their homes. 


Part-time Employment 

We recommend specific provisions for part-time 
employment of women by suitable revisions in recruitment 
rules and service conditions. We also recommend detailed 
investigation of areas where part-time employment could be 
generated by agencies like the Directorate-General of 
Employment and Training, the Institute of Applied 
Man-Power Research, the National Council of Applied 
Economic Research, etc. Such studies should include 
examination of existing avenues for part-time employment 
viz in the unorganised industries and occupations. 

Employment Information 

We recommend expansion of the national employment 
service, particularly in rural areas, and the development of a 
women’s cadre in the service to provide employment 
information and assistance to women. 

Provision for Re-entry 

We recommend that provision for special leave without 
pay, subject to a maximum of 5 years during service, should 
be made in all occupations, in order to enable women to 
devote full-time for the care of their family. Their lien 
should be protected. 

Enforcement of Laos Protecting Women Workers 

We recommend increase in the number of women on the 
inspectorate of different labour departments as well as 
provision for women welfare officers wherever women are 
employed. 

We further recommend: 

Steps to organise labour unions in the field of 
agriculture, and other industries where such organisations do 
not exist at present. 

Formation of women’s wings in all trade unions, to look 
after the problems of women workers and to improve 
women’s participation in trade union activities. 

Educational Development 

Our investigation of the progress of women’s education 
in India reveals that while there has been a tremendous 
increase in the number of girls receiving formal education in 
the period after Independence, the gap between the 
enrollment of boys and girls has continued to increase at all 
levels and the proportion of girls in the relevant age groups 
-■ covered by the school system still remains far below the 
Constitutional target of universal education upto the age of 
14. Social attitudes to the education of girls range from 
acceptance of the need to one of the absolute indifference. 
The reasons for the variation in social attitude and the 
consequent slow progress- of women’s education are both 
social and economic, which are intensified by inadequate 
facilities and the ambivalent attitude regarding the purpose 
of educating girls. 

In spite of the expansion, the formal system of education 
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now covers only 10% of the total female population. _ Less 
than 7% of the 15to'25 age group and less than 2% of the^ 
and above age group have received 'any jbrmal education 
The number of illiterate women has increased from 61 
million in 1950-51 to 215 million in 1970-71. 

The challenge of the widening illiteracy gap will have to 
be borne in mind in determining priorities in educational 
development in the years to come. The claims of the formal 
educational system which can cater to the need of only a 
minority for a long time will have to be balanced against the 
claims of eradication of illiteracy. This stands out as the 
most important and imperative need to raise the status of 
women who are already adults and constitute the largest 
group. While the Constitutional directive of universal 
education upto the age of 14 must receive the highest priority 
in the formal system....an alternative system has to be 
designed to provide basic education to adult women, 
particularly in the 15-25 age group. 

Imbalances in women’s education and literacy are the 
consequences of great disparity of educational progress 
between rural and urban areas, between different sections of 
the population and between regions which reflect, to a great 
extent, variations in regional attitudes to women. The 
influence oLthese-and other sociological factors which, for 
instancS^nfluence the low educational development among 
Muslim women or women of Scheduled Castes and Tribes 
make the use of national or State averages in assessing 
progress of education or literacy rather meaningless. 

In our opinion, any plan for educational development of 
women which does not take these imbalances into account 
will contribute to the increase of inequalities between 
different sections of the population. Removal of these 
imbalances will require special attention from public 
authorities based on careful identification of factors 
responsible for them. Special programmes will need to be 
designed for their removal if equality of educational 
opportunities is to be brought within the access of the 
majority of women in this country. 

Recommendations Regarding the Formal System 

Co-education : In our opinion, the considerations of 
efficiency, economy as well as equal opportunity require the 
acceptance of co-education as a long-term policy. In view of 
the divergent social attitudes, however, we recommend: 

(i) Co-education should be adopted as the general policy 
at the primary level; 

(ii) at the middle and secondary stages separate schools 
may be provided in areas where there is a great demand for 
them. But the effort to pursue co-education as a general 
policy at these stages should continue side by side; 

(iii) at the university level co-education should be the 
general policy and opening of new colleges exclusively for 
girls should be discouraged; 

(iv) there should be no ban on admission of girls to boys’ 
institutions; 

(v) wherever separate schools/colleges for girls are 
provided, it has to be ensured that they maintain required 
standards in regard to the quality of staff, provision of 
facilities, relevant courses and co-curricular activities; 

(vi) acceptance of the principle of mixed staff should be 
made a condition of recognition for mixed schools. There is a 


misgiving however, that this provision may lead to exclusion 
of girls from some schools. Therefore, it is suggested that 
this measure may be reviewed a few years after it is 
implemented; 

(vii) wherever there are muted schools, separate toilet 
facilities and retiring rooms for girls should be provided. 

Curricula : We recommend: 

(i) There should be a common course of general 
education for both sexes till the end of class X, all couises 
being open to boys and girls. 

(ii) At the primary stage, simple needle craft, musicand 
dancing should be taught to both sexes. 

(iii) From the middle stage, differences may be 
permitted underwork experience. 

(iv) In class XI-XII girls should have full opportunity to 
choose vocational and technical courses according to local 
conditions, needs and aptitudes. 

(v) At the university stage there is a need to introduce 
more relevant and useful courses for all students. ■ 

Pre-school Education : We recommend: 

(i) The provision of three years pre-school education for 
all children by making a special effort to increase the number 
of ’balwadis’ in the rural areas and in urban slums. 

(ii) In order to enable them to fulfil the social functions 
discussed above, an effort should be made to locate them as 
near as possible to the primary and middle schools of the 
locality. 

Universalisation of Education for the Age Group 6-14: 

We recommend: 

(i) Provision of primary schools within walking distance 
from the home of every child within the next 5 years; 

(ii) Establishment of ashram or residential schools to 
serve clusters of villages scattered in difficult terrains. Where 
this is not immediately possible, preparatory schools may be 
provided for the time being 

(iii) Provision of mobile schools for children of nomadic 
tribes, migrant labour and construction workers. 

(iv) Sustained propaganda by all types of persons, 
preferably women-officials, and non-officials, social and 
political workers, to bring every girl .into school in Class I 
preferably at the age of 6. They should visit local schools and 
involve parents and community leaders in order to promote 
the schooling of girls, particularly in backward areas. 

(v) Provision of incentives to prevent drop-outs. Since 
poverty is the major cause of drop-out the most effective 
incentive, in our opinion, is the provision of mid-day meals. 
The rate of children passing the primary level has definitely 
gone up in States which have introduced mid-day meals. In 
Kerala, which has the highest literacy rate among women, 
this provision is one of the major factors for the enrollment 
and retention of children in-schools today. In reply to our 
questionnaire, the majority has given highest priority to this 
incentive. The, other important incentives which require to 
be provided to needy children are free school uniforms, 
scholarships or stipends and free supply of books and other 
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study material. For girls particularly, the lack of adequate 
clothing is a great deterrent to attending schools. For 
schools which do not prescribe any uniform, some provision 
of clothing is necessary. 

(vi) Special incentives for areas where enrollment of girls 
is low. This will need to be worked out according to local 
conditions. We suggest special awards or recognition to the 
community, teachers, students etc. 

(vii) At least 50% of teachers at this stage should be 
women. 

(viii) Provision of at least two teachers in all schools and 
conversion of the existing single teacher ones as early as 
possible. 

(ix) Developing a system of part-time education for girls 
who cannot attend school on a full-time basis. This system 
should provide education to girls at a time convenient to 
them. 

(x) Adoption of the multiple entry system for girls who 
could not attend school earlier or had to leave before 
becoming functionally literate 

(xi) Provision of additional space in schools so that girls 
can bring their younger brothers and sisters to be looked 
after, either by the girls themselves m turn, or by some local 
women. 

(xii) Opening of schools and greater flexibility in 
admission procedure in middle schools (multiple only), to 
help girls to complete their schooling 

Sex Education : We recommend: 

(i) Free education for all girls upto the end of the 
secondary stage. 

(ii) Improving the quality of teaching and provision of 
facilities for important subjects like science, mathematics and 
commerce. 

(ill) Introduction of job-onented work experience, 
keeping in view the needs, the resources and the employment 
potential of the region e.g. courses leading to training as 
ANM, typing and commercial practice programmes oriented 
to industry and simple technology, agriculture and animal 
husbandry. 

General Recommendations 

(i) Provision of mixed staff in all mixed schools. This should 
be made a condition of recognition. 

(ii) Adequate provision of common-rooms and separate 
toilet facilities for girls in all schools. 

(ui) Adequate arrangements for co-cunicular activities 
for girls in all schools 

frv) Provision of more need-cum-merit scholarships and 
hostel facilities for girts. 

Higher Education : We recommend. 

(i) Development of more employment opportunities, 
particularly of a part-time nature, to enable women to 
participate more in productive activities 

(ii) Development of employment information and 
guidance services for women entering higher education 
Many of them suffer from lack of information regarding job 
opportunities and regret their choice of subjects when faced 


by difficulties in obtaining employment 
Non-Formal Education 

As stated earlier, the greatest problem in women’s 
education today is to provide some basic education to 
overwhelming majority who have remained outside the reach 
of the ^.formal system because of their age and social 
responsibilities as well as the literacy gap. 

For the sake of national plans for development it is 
imperative to increase the soda! effectiveness of women in 
the 15-25 age group even if we cannot do so for the still older 
groups. Ad-hoc approaches through the adult literacy, 
functional literacy and other programmes of the Government 
have proved inadequate. They also draw a sharp distinction 
between men and women in the context of training. These 
distinctions, in our view, are out of date. Changes in family 
life, food habits, family planning all require joint efforts of 
men and women and continuing this kind of artificial division 
between the sexes may defeat the purpose of these 
programmes. As for vocational and occupational skills, the 
-needs of women are greater than those of men. While -we do 
not deny the value of crafts, women’s need for vocational 
training cannot be limited to them. The skills differ 
according to the industrial and market potentials of regions 
and it is imperative to relate the training to local needs, 
resources, and employment possibilities instead of adopting 
an artificial sex-selective approach. Ad-hoc approaches 
though a multiplicity of programmes by various 
^governmental agencies will lead to overlapping, lack of 
coordination and wastage of resources. The problem is an 
integrated one and cannot be solved by short-term 
programmes What is needed is a continuous process. 

No attempt to professionalise this system will lead to 
development of the limiting, selective and a rigid approach 
with fixed curricula and classroom procedures. The 
prohibitive cost of such professionalisation would inevitably 
limit its operation to a few selected centres. The teachers in 
a non-formal system must have other skills of direct 
relevance to the problems of the community. Without this 
kind of community involvement, such programmes xill lack 
stability and continuity. 

The object of the system should be to provide access to 
information and use of information for better participation in 
social life with literacy as the core of the package. Though 
primarily meant for adolescents, the system should not 
exclude the young, particularly those who have been denied 
any formal education. Some of the latter may use it as a 
stepping stone to enter the formal system if our 
recommendation regarding multiple entry is accepted. 

The system will have to be organised through community 
groups. The Panchayats and the Women’s Panchayats 
recommended under the heading "Political Status" would 
appear to be the ideal bodies for this purpose. Government’s 
role should be limited to providing technical guidance and 
advice and enabling Government functionaries at the local 
level to participate in the programme apart from supportive 
assistance in the form of literature and reading material. 
Development of basic libraries in villages and the slum areas 
of towns is an imperative necessity for this purpose. We, 
therefore, recommend concentration of governmental effort 
in providing this infrastructure. - 
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Equality of Sexes as a Mqjor Value to be Inculcated 
through the Educational Process 

The educational system is the only institution which can 
counteract traditional belief in inequality of sexes. The 
educational system today has not even attempted to 
undertake this responsibility. The schools reflect and 
strengthen the traditional prejudices through their curricula, 
classification of subjects on the basis of sex and the unwritten 
code of conduct enforced on their pupils. This is one area 
where a major change is needed in the content and 
organisation of education. Educators must admit their 
responsibility and bring about this much needed change in 
the values of the younger generation. 

Political Status 

Though women’s participation in the political process has 
increased, both in elections and in their readiness to express 
their views on issues directly concerning their day-to-day life, 
their ability to produce an impact on the political process has 
been negligible because of the inadequate attention paid to 
their political education and mobilisation by both political 
parties and women’s organisations. Parties have tended to 
see women voters as appendages of the males. Among 
women, the leadership has become diffused and diverse with 
shaip contradictions in their regard and concern for the 
inequalities that affect the status of women in every sphere - 
social, economic and political, pic revolution in status of 
women for which Constitutional equality was to be the only 
instrument, still remains a very distant objective; while the 
position of some groups has changed for the better, the large 
masses of women continue to lack spokesmen in the 
representative bodies of the State. Though women do not 
constitute a majority numerically, they are acquiring the 
features of one by the inequality of class, status and political 
power. In this sense, the new rights have proved to be only 
concessional. Our recommendations aim to make women’s 
political rights more functional as required by the needs of a 
democratic system. 

In order to provide greater opportunities to women to 
actively participate in the decision-making process, it is 
imperative to recognise the true nature of the social 
inequalities and disabilities that hamper them. This can best 
be achieved by providing them with special opportunities for 
participation in the representative structure of local 
government. The present form of associating women in 
these bodies through cooption or nomination has become a 
kind of tokenism. The time has come to move out of this 
token provision to a more meaningful association of women 
in local administration, and to counteract the general apathy 
and indifference of the local bodies to women’s development 
and change of status. 

Women’s Panchayats 

We, therefore, recommend the establishment of Statutory 
Women's Panchayats at the village level with autonomy and 
resources of their own for the management and 
administration of welfare and development programmes for 
women and children, as a transitional measure, to break 
through the traditional attitudes that inhibit most women 
from articulating their problems and participating actively in 


the existing local bodies. They should be directly elected by 
the women of the village and have the right to send 
representatives to the Panchayat Samitis and/or Zilla 
Parishads. A viable relationship with the Gram Panchayats 
should be maintained by making the Chairman and Secretary 
of both the bodies ex-officio members of the other: 

Reservation on Municipalities 

At the level of municipalities the principle of reservation of 
seats for women is already prevalent in certain States. We, 
therefore, recommend that this should be adopted by all 
States as a transitional measure. We also recommend the 
constitution of permanent committees in municipalities, to 
initiate and supervise programmes for women’s welfare and 
development. 

Policy for Political Parties 


We recommend that political parties -should adopt.a definite 
policy regarding the percentage of women candidates to be 
sponsored by them for elections to Parliament and State 
Assemblies. While they may initially start with 15%, this 
should be gradually increased so that in time to come the 
representation of women in the legislative bodies has some 
relationship to their position in the total population of the 
country or the State. 


Association in Important Bodies 

We further recommend the inclusion of women in all 
important committees, commissions or delegations that are 
appointed to examine socio-economic problems. 


Policies and Programmes for Women’s Welfare __ 
and Development 

< 2 - 

Health and Family Planning 

Demographic indicators, viz. female, maternal and infant 
mortality rates, and indicators of access to medical care, 
both reveal an increase in the neglect of female lives as an 
expendable asset. This is the only reasonable explanation 
for the declining sex ratio observed to persist over several 
decades In our opinion, the neglect of maternity and child" 
health services and general public health services through 
over-concentration of efforts for family planning have 
contributed to this trend as well as defeated the ultimate 
objective of the family planning programme. We arc entirely 
in agreement with the draft Fifth Frve-Ycar Plan that 
integration of family planning with more., positive health 
services like maternal and child health, and nutrition and 
improvement in the life expectancy of children and mothers 
will provide a far greater incentive to the adoption of family 
planning measures than the hitherto adopted negative 
approach. While welcoming this proposed integration, we 
wish to offer certain suggestions with regard to its 
organisation at different levels so that the objective of 
integration is not defeated by organisational separation. 


We recommend:- 


The rank of the Chief Executive for the integrated 
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maternity and child health services, including family planning, 
should be upgraded to at least Additional Commissioner, so 
that this service docs not again become subordinate to family 
planning. This procedure should be adopted at all levels of 
the administration at the Centre and in the States 

A separate budget head for maternity and child health 
services should be created drawing on the provisions nenv 
made for family planning and the general health services. It 
is important to increase the provision for these services to 
avoid their being neglected as has been the trend so far. 
Since programmes for immunisation and nutrition of infants 
yield better results when they form a part of general 
maternity and child health services, we see no difficulty in 
increasing the allocation for these semcesAit the level of the 
primary health centres, the maternity and child health 
services should be separated for purposes of administrative 
provision, medical personnel and budget. While they may 
share the same buildings and equipment, a separation of the 
administrative structure required for maternity and child 
health services will ensure greater priority of treatment. 
Facilities by way of maternity beds, equipment for 
immunisation of children and family planning for women 
could be allocated to the MCH unit. The P.H.C could be 
made responsible for sterilisation operations for men along 
with other general health services. The MCH Unit could 
coordinate the nutrition and immunisation measures which 
form a basic component of the integrated child development 
programme. It could also collect and maintain fertility and 
morbidity statistics for women and children for better 
research and evaluation in these fields. 

We recommend that each M.CH. Centre should collect 
this data which should be studied and evaluated at the 
district level by persons of required competence. This will 
call for a health statistics section at the district level. 

We recommend the abolition of the present practice of 
providing financial incentives to promoters of family 
planning. Incentives to women who accept family planning 
should be in (he shape of a token or certificate to ensure 
them greater priority in health care facilities for both the 
mothers and their children. Such a step will promote greater 
acceptance of family planning and correct social attitudes 
towards these practices Compensation for loss of wages 
during sterilisation operations should however be paid to 
daily wage labourers. Others should be given paid leave for 
thispurpose. 

The qualifications prescribed for recruitment of 
personnel for these services in rural areas need to be 
gradually raised. Until women of requisite higher 
qualifications are available, the present requirements may 
continue, but they should be reviewed and progressively 
increased after every 3 years. Attempts should also be made 
to obtain the services of older and mature women for these 
services in the rural areas. 

We further recommend the promotion of research in 
the field of female disorders e.g. puerperal psychosis and 
effects of family planning methods. 

We disapprove the denial of maternity benefits to 
women in Government service after three children as 
adopted by some State Governments and recommend 
rescinding of such orders. 

We also recommend that mass campaigns for family 
planning should also aim at correcting prevailing social 
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attitudes regarding fertility and metabolic hereditary 
disorders and the sex of the child for which the woman is 
generally blamed Correct information in these matters 
would go a long way to improve the status of women. 

Changes Needed In the Medical Termination of 
Pregnancy Act 

According to Section 4(a) of the Act, consent of a minor 
girl is not required for this operation while in other surgical 
operations of children above 12 such consent is necessary. In 
our view, this distinction is uncalled for and may lead to 
guardians compelling young girls to undergo this operation 
even when they do not want it. The consent of the patient 
should be essential. In the case of a minor girl nearing 
majority, if the doctor and the patient arc in agreement, the 
consent of the guardian may be dispensed with. In all such 
cases, greater discretion should be permitted to the doctor. 

Section 8 of the Act provides an overriding precaution 
to the doctor for any damage caused by the operation. Since 
no such protection is given for other operations, this seems 
an unnecessary clause and may lead to negligence. It may, 
therefore, be dropped. 

While we appreciate the ethical considerations which 
make many doctors reluctant to perform this operation, we 
feci that it is a woman’s right to have control over the size of 
her family. At the same time, it is important that doctors 
should have the authority to discourage such operation when 
they pose definite risk to the health of a patient. The 
condition being imposed in many hospitals that abortion will 
only be performed if the patient agrees to sterilization, 
should not be compulsive. It would be far belter to adopt 
methods of persuasion through expert counselling. 

The procedure and paper work involved in these 
operations need to be simplified. It is also necessary to 
extend facilities for authorised termination of pregnancies, 
particularly in the rural areas. 

Many hospitals continue to insist on the husband’s 
consent before performing these operations though this is 
not required by the law. A special effort needs to be made to 
convince the medical profession of the social value of this law 
from the point of view of both individuals and society. 

Most doctors arc reluctant to perform these operations 
in the case of unmarried girls. It is neccssaiy to clarify the 
point that rape is not the only ground to justify termination 
in cases of unmarried girls, nor is there any legal obligation 
on the doctor to inform the police of an operation done in a 
rape case. 

Welfare and Development 

In order to prevent any ambiguity in the understanding 
of what constitutes women’s welfare and to prevent the 
development of policies that sometimes go against the basic 
objectives, we recommend that the Government of India 
should evolve a national policy on women's development in 
the light of the Constitutional directives and pledges made to 
the women of this country and to the international 
community from lime to time. 

There is need to maintain links between governmental, 
voluntaiy and community effort for promotion of women's 
welfare and to assist the process of Government planning 
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with actual knowledge and expcnencc of the problems and 
needs of women at different levels 

We recommend:- 

Reorganisation of the Central Social Welfare Board as a 
statutory and autonomous specialised agency for planning, 
coordination and management of welfare and development 
programmes for women and children. 

Reorganisation of the State Social Welfare Advisory 
Boards of statutory autonomous agencies at the State level 
with similar functions In addition, the State Boards may 
also serve as links between the Central agency, the State 
Government and the local bodies. 

Need for Agencies for Coordination, Communication and 
Implementation of Measures to Improve Status of Women 

The U.N. Commission on the Status of Women in its 25th 
Report has recommended establishment of a National 
Commission or similar bodies "with a mandate to review, 
evaluate and recommend measures and priorities to ensure 
equality between men and women in all sectors of national 
life". We accordingly recommend the constitution of 
statutory autonomous Commissions at the Centre and in the 
States with the following functions. 

(a) Collection of information on different matters, e.g. 
education, employment, health, welfare, political 
participation, impact of social legislation, etc. with the right 
to call for information on different matters from the 
concerned agencies of the Government and to suggest 
improved methods for collection of data in different fields. 

(b) Evaluation of existing policies, programmes and laws 
that have a bearing on the status of women with the following 
powers. 

(i) to ensure non-implementation of these measures; 


(ii) to point out lacunae or deficiencies in such measures 
and suggest amendments. 

The Commission’s criticisms and suggestions made after 
due consultation with relevant Ministries or Departments of 
Government should be placed before Parliament or the State 
Legislatures. They would be answered by the Government 
within a stated period with explanations or assurances. 

(c) Recommendations of new laws, policies or 
programmes aiming to implement the Directive Principles of 
State Policy and the objectives of the U.N. Resolutions and 
Conventions regarding the status of women. These should be ' 
made to Parliament or the State Legislatures and 
Government will be statutorily responsible to consider such 
recommendations for action or to explain why they cannot be 
accepted. 

(d) Redressal of grievances in cases of actual violation of 
existing laws. 

The Commissions may be empowered to take effective 
steps to redress the grievances of affected parties. 

Composition of the Commissions 

The composition of these commissions should be 
broadbased, one category being selected 'for their 
representative status from different bodies like leading 
women’s organisations, trade unions, legislatures, employers, 
etc. and the other group consisting of experts from the fields 
of law, health, education, social research", planning and 
administration. The Chairman and the majority of the 
members of all the Commissions should be women. The 
Chairman should be non-official, but on a full-time basis. 

We further recommend the establishment of special 
Tribunals for all violations of human rights, discrimination 
against women, violation or evasion of existing laws and 
policies for the protection of women and their rights in 
society. 


WAKF ENQUIRY COMMITTEE, 1971. 

Report, New Delhi, Ministry of Law, Justice and Company Affairs 
(Legislative Department), 1974, 161p. 


Chairman. Syed Ahmed 

Members - Ishaq Sambhali; Zulfiquar Ali Khan. 

APPOINTMENT 

The Wakf Inquiry Committee was first constituted on 
the 9th December 1970. The Committee was constituted for 
a second time on 23rd September, 1971 The Committee met 
for the first time on 21st October 1971, but could not take up 
any work due to the fact that the post of Secretary to the 
Committee remained unfilled till the middle of February, 
1972. It would thus be seen that till January, 1973, the 
Committee could not commence its work due to factors 
wholly beyond its control. 


TERMS OF REFERENCE 

(i) to examine other set-ups of Wakf Administration 
obtaining in the country and not governed by the Act of 1954; 
and judge the comparative merits of such system vis^a-vis the 
scheme envisaged under the Central Act, 1954; 

(ii) to examine in greater detail the working of the 
Charity Commissioner in the State of Maharashtra, where 
certain radical amendments have been recently effected in 
the 1950 Bombay Public Trusts Act; 

(in) to undertake an examination of the administration 
of trusts under Religious and Charitable Endowments 
applicable to other communities, particularly Hindu 
Religious Endowments Acts of Andhra Pradesh, Tamil Nadu, 
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Mysore and also take into account the recommendations 
made by Sir. CP. Ramaswamy Iyer Commission on Hindu 
Religious Endowments; and 

(iv) the large scale illegal occupation of Wakf properties 
and the precarious financial position of Wakf Boards. 

CONTENTS 

Introduction; Reasons necessitating submission of 
Interim Report dealing with urgent issues facing Wakf 
administration; Survey of Wakf properties; Wakf by userphe 
interpretation by some High Courts of the Public Wakfs 
(Extension of Limitation) Acts, 1959, 1967 and 1969P — 
immediate remedial measures suggested; Removal of 
Mutawallis by the Board — practical difficulties arising from 
the present provision— remedial measures suggested; 
Unauthorised occupation of Wakf properties — remedial 
measures proposed; The unsatisfactory financial position of 
Wakf Boards and 

Wakf Institutions — causes thereof — remedial measures 
proposed; Anncxures from I to 5. 

RECOMMENDATIONS 

We arc of the opinion that the sub-heading of Section 4 
to wit "preliminary survey of Wakfs* is misleading. It is not 
in conformity with the contents of the said Section and is also 
contrary to the entire scheme of the survey contemplated 
under Chapter II of the Act. Hence, we recommend that this 
sub-heading may be deleted. 

Sub-Section (1) of Section 4 as presently worded, 
particularly the phraseology used therein "for the purpose of 
making a survey of Wakf properties existing in tHe State at 
the commencement of this Act’ is open to the interpretation 
that the Commissioner is to survey only such of the Wakfs as 
exist at the time of survey. Such phraseology could also 
imply that the enquiry by the Commissioner of Wakfs into 
properties m unauthorised occupation or already transferred 
is not contemplated. We, therefore, recommend that the 
word "existing" may be deleted from sub-section (1) of 
Section 4. 

We consider that it should be made obligatory on the 
part of the State Governments to conduct periodical survey 
of Wakfs also. For the sake of administrative convenience, 
the periodical survey of Wakfs may be made to synchronise 
with the Revenue Settlement in the State. In fact, a thorough 
Revenue Settlement would, by its nature, be a survey of the 
Wakfs also. 

We have, however, fully taken into account the fact that 
the survey as per Chapter II of the Act costs several lakhs of 
rupees. Besides, it entails a lot of administrative efforts and 
investigation. Therefore, we consider that any second or 
subsequent survey of Wakfs should not be ordered before 
twenty years of the preceding one. 

In the light of the foregoing remarks and in the context 
of the Rajasthan High Court judgment it is recommended 
that Section 4 (1) be amended as follows; 

"4 (1) The State Government by notification in the 

official gazette, appoint for the State a Commissioner of 

Wakfs and as many additional or Assistant 

Commissioners of Wakfs as may be necessary for the 
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purpose of making a survey of Wakf properties in a 
State. Second or Subsequent surveys may be ordered by 
the State Government periodically as prescribed:" 

"provided that a period of twenty years should elapse 
after the completion of the survey at the commencement 
of the Act, before any fresh survey is ordered by the 
State Government". 

The Rajasthan High Court has made very significant 
remarks while interpreting sub-sections (4) and (5) of Section 
4 of the Act. It is, therefore, considered necessary to 
reproduce a part of the relevant observations of the High 
Court in this regard. 

"It is significant that it is only under Sub-Section (5)that 
the Commissioner is empowered to decide a dispute and that 
dispute should relate only to the question whether 
particular Wakf is a Shia or a Sunni Wakf and if such a 
question arises and if there is a deed of Wakf, then he should 
deride the nature of the Wakf on the basis of that deed. 
Except sub-section (5) there is nothing in Section 4 or in 
rules made by the State to show that the Commissioner is 
empowered to adjudicate on a question if one arises whether 
a particular property is a Wakf property or not. He has been 
invested with the powers of a Civil Court in order to enable 
him to make a proper survey of existing Wakf properties and 
to submit a thorough report to the State. What we mean to 
point out is that the Commissioner has not been given the 
powers of a Civil Court to tty and decide a dispute if it arises 
on the question whether a particular property is a Wakf 
property or not..." 

Obviously important powers of a Civil Court would not 
have been vested in the Wakf Commissioner particularly (a) 
requiring the discovery and production of any document, (b) 
requisitioning any public record from any court or office, and 

(c) making any local inspection or local investigation, unless 
the Commissioner was also required to decide whether a 
property is Wakf or not if such a question arose in the 
course of his enquiry. As pointed out earlier, the entire 
purpose of the survey would be defeated if the Commissioner 
were not to decide whether a property is Wakf or not if such 
a question arose during the course of his investigation. It is, 
therefore, necessary to clarify this position fully in Section 4 
itself by a suitable amendment. 

We are of the opinion that sub-section (5) of Section 4 
be deleted. 

Accordingly, wc propose the following amendments and 
decisions of sub-sections (4) and (5) of Section 4: 

(a)Sub-section (4) of Section 4 may be amended as 
follows; 

"The Commissioner shall, while making an inquiry 
whether any property is Wakf or not, have the same powers 
as vested m a Civil Court under the Code of Civil 
Procedure, 1908, in respect of the following matters, namely; 

(a) summoning and examining any witness; 

(b) requiring the discovery and production of any 
document; 

(c) requisitioning any public record from any Court or 
office; 

(d) issuing commissions for the examination of any 
witness or accounts; 

(e) making any local inspection or local investigation; 
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(f) any other matter which may be prescribed: 
provided that, if during such inquiry any dispute arises as to 
whether a particular property is Wakf or not, all parties 
affected should be given a reasonable opportunity to be 
heard." 

(b) Sub-section (5) of Section 4 may be deleted. 

As a corollary to our suggestion that the word "existing" 
in sub-section (1) of Section 4 may be deleted, it is 
recommended that similar words used in sub-section (2) of 
Section 5 may also be deleted 

We arc, therefore, of the opinion that with the 
amendment of sub section (1) of Section 6 effected in 1969, 
the interpretation of words "person interested therein" by the 
Rajasthan High Court to mean "person interested in a Wakf 
as defined under clause (h) of Section 3 is no longer relevant. 

Therefore, we recommend that the following addition to 
clause (h) of Section 3 as 3(h)(iii) on the lines suggested by 
the Amendments Committee of the Central Wakf Council 
be effected: 

Addition proposed to be inserted as 3(h) (ni).- 

"Any person aggrieved or affected by any notification or 
order issued under the provision of this Act by the Board or 
any officer duly authorised to do so, as the case may be, and 
any person who claims any interest in the property included 
in the list of Wakfs or any property said to be Wakf or Wakf 
property." 

We arc also not in agreement with the interpretation of 
Section 27 of the Central Act by the Rajasthan High Court. 
The High Court states "Section 27 docs not seem to suggest 
that it empowers the Board to decide the question whether a 
particular property is a Wakf property or not, if that 
challenge comes from a stranger, who is neither mutawalli 
nor a person interested in the Wakf, but who belongs to 
another religious denomination and who claims a valid title 
and lawful possession over the property. To accept the 
respondent’s argument would mean that the Board has been 
given powers of the Civil Court to decide such disputes 
between itself and strangers and thus to make the Board’s 
decision final unless it is changed by a civil court of 
competent jurisdiction." 

The Committee, however, feels that in view of the fact 
that the decision of the Wakf Board under Section 27 is 
clearly and cxpressely meant to cover even the third parties 
claiming interest in Wakf properties, it may not be correct to 
permit the Board itself to decide upon the manner and 
procedure of any such enquiry "as it may deem fit". It 
would be better that the State Government is empowered to 
fix the norms and details of procedure for such an enquiry. 
As such, the words "as it may deem fit " may be substituted 
by the words "as presenbed'in sub section (1) of Section 27. 
In the Act itself we may add a proviso to Section 27 on the 
following lines: 

"provided that before taking any decision the Board shall 
afford to all parties likely to be affected by its decision, a 
reasonable opportunity of being heard". 

List of Proposed amendments to the 1954 Central Wakf Act 
to overcome the effects of the Rajasthan High Court 
Judgment 

(A) Section 3(h): 

The following new clause may be added to Section 3(h)- 


"(iii) Any person aggrieved or affected by any 
notification or order issued under the provisions of this Act 
by the Board or any officer duly authorised to do so, as the 
case may be, and any person who claims any interest in the 
property included in the list of Wakfs or any properly said 
to be Wakf or Wald's property". 

(B) Sub-heading to Section 4: 

The word "preliminaiy” may be deleted from the 
Sub-heading to Section 4. 

(C) Section 4(1) maybe amended as follows- 

"4(1) The State Government, by notification in the 
official gazette, appoint for the State a Commissioner of 
Wakfs and as many additional or assistant Commissioners of 
Wakf as may be necessary for the purpose of making a survey 
of Wakf properties in a State. Second or subsequent surveys 
may be ordered by the State Government periodically as 
prescribed. 

Provided that a period of twenty years should elapse 
after the completion of the survey at the commencement of 
the Act, before any fresh survey is ordered by the State 
Government." 

(D) Section 4(4) 

In Sub-section (4) of Section (4), the following 
amendment may be effected, namely: 

"The Commissioner shall, while making any inquny 
including an inquiry, whether any property is Wakf or not, 
shall have the same powers as are vested in a Civil Court 
under the Code of Civil Procedure, 1908, in respect of the 
following matters, namely. 

(a) Summoning and examining any witness; 

(b) requiring the discovery and production of any 
document; 

(c) requisitioning any public record from any court or 
office; 

(d) issuing commissions for the examination of any 
witness or accounts; 

(e) making any local inspection or local investigation; 
and 

(f) any other matter which may be considered. 

Provided that if, during such inquiry, any dispute arises as to 
whether a particular property is Wakf or not, all parties 
affected should be given a reasonable opportunity to be 
heard." 

E. Sub-section (5) of Section 4 may be deleted. 

F. Section 5(2): 

In section 5 of the Principal Act, in Sub-section 3, the 
word "existing" shall be omitted. 

G. Section 27(1): 

(a) in Section 27 of the Principal Act, in Section (1) for 
the words "as it may deem fit" the words "as prescribed’ 
may be substituted. 

(b) in Section 27 of the Principal Act, of Section (2), the 
following proviso shall be inserted: 

"Provided that the Board before taking any decision shall 
provide reasonable opportunity to be heard to all parties 
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likely to be affected by its decision " 

Wakf by User 

The Punjab High Court took up the Letters Patent 
Appeal No. 336 of 1969 in the case of Punjab Wakf Board, 
Ambala Cantt. vs Panchayat Garhi Brahmin, Tahsil Sonepat 
and another. It was fully within the competence of theTIigh 
Court, on the basis of the documentary and oral evidence 
produced before it by the respective parties, to decide 
whether the property involved was an old graveyard or not. 
If the High Court had given its derision mainly on a question 
of fact and decided that particular property under dispute 
had not been established on the basis of the oral and 
documentary evidence before it to be Wakf by user, the 
Committee would not have taken up the case for detailed 
consideration. The High Court while deciding the aforesaid 
case has, however, laid down for the first time certain 
criteria, which are at variance with the hitherto generally 
accepted norms adopted for determination of Wakf by user 
and in addition has made a few observations relating to Wakf 
by user which in our opinion have rendered uncertain the 
very future of this category of Wakf. Therefore, the 
Committee proposed to deal with them ad-scriatim. 

We are of the opinion that the adverse effect of the 
Punjab High Court judgment on all Wakfs by user should be 
urgently countered. It is not a case of just deciding whether a 
particular piece of land is Wakf by user or not. On the other 
hand, it is necessary to counter some of the legal 
propositions contained in the judgment, such as user 
required to reach a "point of ho return" or the effect of later 
disuscr or deconsccration of religious properties as a result 
ofdisuser. Inasmuch as an appieal against this judgment has 
been rejected by the Supreme Court in limini, wc urge 
immediate, legislative action even through an ordinance 
before the interpretations by the Punjab High Court result in 
adversely affecting the entire class of Wakfs by user in the 
'whole country. Wc, therefore, consider that the term "Wakf 
by user" should be amplified and suitably elaborated in the 
Central Act itself, so as to make it conform fully with the 
accepted concepts of this category of wakf under the Shariat 
and the case Jaw on the subject. 

The Committee, therefore, recommends that an 
explanation may be added to sub clause (>) of clause (1) of 
Section. 3 of the Wakf Act, 195-1, retrospectively on the 
following lines 

"A wakf by user shall not cease to be Wakf by reason 
only of the user having ceased irrespective of the period of 
such disuscr". 

The interpretation by some High Courts of the Public Wakfs 
(Extension of Limitations) Act, 1959, 1967 and 1969 - 
Immediate remedial measures suggested. 

We feel that (he word "Public Wakfs" in Section 2 of the 
1959 -Act should have been defined more comprehensively. 
In view of the fact that under the Wakf Act, 1954, vthc 
category of Wakfs by user has, under sub- clause (i)of clause 
(1) of Section 3, been included but in a separate clause in the 
definition of Wakfs generally, wc are of the opinion, that in 
Section 2 of the Public Wakfs (Extension of Limitation) Act 
also a separate clause should have been introduced to make 
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it clear that public Wakfs by user arc also meant to be 
exempted from the law of limitation. On the other hand, we 
find that definition of Wakf as obtained in the Mussalman 
Wakf Validating Act No.6 of 1913 has been adopted in toto 
in the Act 29 of 1959 although it had been held in the case of 
Mami and another vs. Kallandar Ammal(1927-PC22) that 
definition of Wakf under that Act is not exhaustive. The 
definition in the 1913 Act is of Wakfs only and not of "public 
Wakf. To have adopted it as the definition of 'public Wakf" 
was bound to create difficulties in interpretation. In the 
opinion of the Committee, this has resulted in the 
interpretation by some of the High Courts that a public 
Wakf by user does not come within the purview of Section 2 
of the Act. 

Wc feel that inasmuch as the very objective of the 1959 
legislation was to protect all public wakfs of a religious, 
pious, and charitable nature and that the objective has been 
defeated because of the interpretation by the High Courts of 
the definition of "public wakfs", wc sec no objection to clarify 
the definition retrosjiectivcly so as to make it conform to the 
objectives of the original enactment. Wc arc further of the 
opinion that the condition laid down in Article 19(5) of the 
Constitution will be fulfilled in view of the fact that the 
protection is being extended to only "public wakfs by user" 
which arc primarily meant for general and public good 

We find the question of inclusion of supporting public 
wakfs coming under the definition of wakf enacted through 
the addition of section 66 c of Central Wakf Act was brought 
up and dropped while considering the 1967 legislation. It was 
decided to drop the inclusion of this catcgoiy of public wakfs 
only because it was feared that it may give rise to criticism in 
Parliament and also the title already acquired by illegal 
occupants would be unsettled. Both these reasons, wc are of 
opinion, do not justify the exclusion of this catcgoiy of 
sujiporting public wakfs essentially meant for religious, pious 
and charitable purposes. When Parliament had agreed to 
extend protection against running of limitation to all public 
wakfs of a religious, pious and charitable nature, in principle, 
it would certainly not have taken exception to extending 
similar protcciion to the catcgoiy of supporting wakfs The 
other argument advanced that it might have disturbed the 
rights of the occupants and thereby attracted Article 31(1) is 
also untenable because such a measure docs fulfil all the 
conditions warranting reasonable restrictions for public good 
as required under Article 19(5)ofourConstitulion 

Therefore, wc feel that if any fresh and comprehensive 
legislation on the subject is undertaken, there could be no 
legal or constitutional difficulty in both comprehensively 
defining "Public Wakf" so as to include public wakfs by user 
and also in extending the protection lo supporting public 
wakf coming under Section 66c of the Act. Being a Central 
Legislation on a Subject figuring in the Concurrent List, the 
provision of the Central Law will prevail as against Stale 
enactments on the same subject. Such a Central Legislation 
will, administratively speaking, also obviate taking separate 
corrective action of redefining "Public wakfs" by separate 
enactments. 

Wc have also noted that Whilst enacting the 1967 and 
1969 legislations, an extension of limitation, Section 3 of the 
original Act has not been suitably amended to conform to the 
fact that, the Indian Limitation Act, 1908, had, in the 
meanwhile, been replaced by (he Limitation Act, 1963. The 
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result has been that reference to Articles 142 and 144 of the 
first schedule of the India Limitation Act, 1908 in the Acts of 
1967 and 1969 was allowed to be continued in these Acts. It 
has been reported from Maharashtra that as a reference to 
Articles 142 and 144 of 1908 Limitation Act were not 
substituted by reference to the corresponding provisions of 
the Limitation Act of 1963 and 1967 and 1969 Acts, the 
benefit of Section 3 of the Public Wakfs (Extension of 
Limitation) Act of 1959 has been denied to Plaintiffs in a 
number of suits. 

In view of the provisions of section 8 of the General 
Gauses Act, 1897, we do not agree that this view of the 
courts of Maharashtra is correct. Accordingly to sub section 
(i) of section 8 of the General Gauses Act, 1897, the 
reference to the 1908 Limitation Act in section 3 of the 
Public Wakfs (Extension of Limitation) Act 1967 and 1969 
will have to be construed as a reference to the corresponding 
provisions of the 1963 Limitation Act. In Narottam Das vs. 
State of Madhya Pradesh (AIR 1964 S.G 1667), the Supreme 
Court has upheld the aforesaid interpretation of Sub-section 
(i) of section 8 of the general clauses of Act, 1897. The 
relevant observations of the Supreme Court on this issue are 
to the following effect : 

The definition of expression used in an Act with 
reference to other Acts is a well known device adopted for 
the sake of brevity. The definition would remain effective 
even after the other Act with reference to which the 
definition was given ceases to exist." 

Despite the legal position, we are of opinion that is as 
much as an entirely fresh and a self contained legislation on 
the subject is contemplated, we may just as well delete 
references to Articles 142 and 144 of the Indian Limitation 
Act, 1908, and substitute therein a reference to the 
corresponding articles of the Limitation Act of 1963. 

We, therefore, propose to make an appropriate 
recommendation in this regard in our final report. In the 
meantime however we strongly urge that the limited 
protection already accorded by Parliament in principle, in 
respect of all public wakfs of religious, pious & charitable 
nature should be fully and correctly extended to public wakfs 
by user and such of the supporting public wakfs which come 
under the definition of wakf in section GGC of the wakf act. 
The 1 urgency for such an action is underlined by the 
imperative need to save the large number of cases already 
thrown out and huge litigation pending in the various law 
courts of the country. In view of the immediacy attached to 
the matter, we have attempted a draft enactment which is 
placed at Anncxure D’. 

We, therefore, recommend that sub-section (4) of 
Section 43 may be amended so as to provide that no action 
shall be taken by the Board under sub-section (1) or 
sub-section (2) unless it has held an inquiry into the matter 
in the prescribed manner and the decision for the removal 
of the Mutawalli has been taken by a majority of not less 
than two thirds of members of the Board. 

We, therefore, recommend that the definition "public 
premises" in the Central Public Premises (Eviction of 
Unauthorised Occupants) Act 40 of 1971 and in other similar 
State Acts may be broadened to include the premises 
belonging to any public Wakf or trusts and all religious and 
charitable institutions serving a public purpose. 

There is another aspect of encroachment of Wakf 


properties by the State Govt, departments and local bodies. 
When the State Govt, is the administrative authority and is in 
overall control of Wakf administration, any encroachments 
by the State Govt, itself on Wakf^Sroperties would amount to 
the fence encroaching upon the land it is meant to protect. 
We find that the efforts of the Central Govt, to remove 
such unhappy encroachments taken up as early as in 1961 
have failed to cut much ice. The Central Govt while urging 
the State Govts, for early handing over of wakf properties 
under their illegal occupation or occupation of local Govt, 
institutions had put forward some concrete and reasonable 
proposals for an expeditious solution of this problem. In 
view of the importance of the matter, we would like to 
reproduce these proposals of the Central Govt.: 

(a) whert feasible, the property should be vacated and 
handed over to the Wakf Boards concerned, 

(b) where, however, costly constructions have been made 
on such lands and their vacation is not feasible, the State 
Govt, may kindly enter into permanent leases with Wakf 
Boards concerned after paying to them the bulk of the 
market value of the land as premium, or 

(c) in the alternative make over the fair market value of 
the lands to the boards who relinquish their rights over the 
land if it is in their direct management or obtain from the 
Mutawallis concerned with their consent the necessary deeds 
of relinquishment. 

Summing up, we recommend legislative action in respect 
of an unauthorised occupation by private parties of Wakf 
properties and administrative action at the highest level in 
the matter of encroachments of Wakf properties by State 
Government departments and local bodies, since' any 
litigation as between the State Wakf Boards and the State 
Govts, is not advisable. 

Any attempt to tone up the administration of Wakf 
Boards without first providing a sound basis for their 
solvency would only be an exercise in futility. The unsound 
financial position of the board is the rock on which all 
schemes and measures so far undertaken by the Boards and 
State Govts, to improve the administration of Wakf Boards 
have foundered. With the increasing gap between income 
and expenditure, most of the boards arc not in a position to 
employ the necessary administrative, supervisory and field 
staff to enable them to effectively discharge the duties and 
obligations cast on them under the various provisions of the 
Central Act. Apart from their inability to employ the 
requisite number of inspectors, auditors, accountants, and 
other staff, the boards are unable to attract right type of 
qualified employees because of the unremunerative salaries 
they are able to offer to them. We are, therefore, not 
surprised to find that common staff pattern of the Wakf 
•boards consists mostly and in some cases wholly of retired 
personnel who have been re-employed on meagre salaries. 

The main, and in many cases, the only source of income 
of Wakf boards is the 5 per cent contributions realised from 
net income of the Wakf under them. Net income is defined 
in clause (g) of section 3 of Act 29 of 1954. Some sources of 
income being near static, it is possible to increase them only 
if Wakf boards’ properties from which they are derived are 
improved. The current financial props by providing grants 
and loans by State Govts, to enable the boards to make both 
ends meet can’t help to permanently improve their financial 
position. Thus, we are convinced that unless and until the 
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income of Wakf institutions is suitably raised, the problems 
of financial paucity faced by the State Boards would 
continue. 

The Committee further finds that whilst the attention is 
paid mostly to the inadequate income of the State Wakf 
boards, the nonc-too satisfactory financial position of most of 
the important Wakf properties linked to mosques, idgahs, 
imambatas and' the like is lost sight of. The cost of 
maintenance of these- important institutions has increased 
enormously due to current price situation. Added to it, the 
salary bill of the staff necessary' to run these institutions has 
also gone up. Whilst expenditure has increased steeply, the 
income has remained stationary. The cause of this imbalance 
is the inability of the State Wakf boards to increase the rents 
of the urban immovable properties which nearly in all cases 
are- the main source of income of such institutions. We find 
that in the ease of several important mosques, imambaras, 
and graveyards it has become impossible for the Mutawalli of 
Committee of management to maintain them properly with 
the’ result that there is general impression of decay and 
dilapidation. 

Wakf institutions which are so-called "public wakfs" and 
which had at one time or other come under the control of 
the Custodian of Evacuee Property, following the partition of 
the country, have suffered the most. Section 2(F) of the 
Administration of Evacuee Property Act, 1950 to the extent it 
is material defines "evacuee property as any property of any 
evacuee (whether held by him as owner or as a trustee or as a 
beneficiary or as a tenant or in any other capacity)’. In this 
Act, special provision existed in respect of certain trust 
properties including Wakfs. It is provided in section Il(i) 
that "where any property is in trust being a public purpose of 
a religious or charitable nature (Wakf) that property shall 
remain vested in custodian only until such time as the new 
trustees arc not appointed by the Central Government". 
Under Section ll(u) in respect of Wakf-alat-aulat (a)where 
the Mutawalli is an evacuee the property forming the subject 
matter of the Wakf shall vest in the custodian subject to the 
right of the beneficiaries as under the Wakf, if any, who are 
not evacuees, the rights and interests of such of the 
beneficiaries as are evacuees shall alone vest in the custodian. 
Under the above -quoted provisions, for sufficiently long 
period, most of the Wakf including "public Wakfs" come 
under the control and jurisdiction of the custodian in the 
States of Punjab, Haryana, Himachal Pradesh, Uttar Pradesh 
and Rajasthan. During this period, the custodian has leased 
out valuable agricultural land on low rentals and also rented 
out valuable urban properties only on nominal rents. The 
chairman of "Punjab Wakf Board" has pointed out to us, as 
also the Rajasthan Wakf board, that shops under other 
buildings in the heart of the market in the various dries of 
these states have been rented out on paltry rent of Re. 1/- or 
Rs 2/- per month mostly in favour of refugees from 
Pakistan. All these lease holders and tenants have, however, 
remained permissive occupants and tenants even after the 
administrative control of these properties passed into the 
hands of respective Wakf boards. . They can neither be 
dispossessed ‘under the Extension of Limitation Act, 1959, 
a°r can the rents be suitably raised because of provisions of 
ltlC 'n, nt ^ Ontro j Acts prevailing in the States. 

The Committee is of opinion that this sorry state of 
a fairs, though necessitated by circumstances beyond 
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anybody’s control, should not be allowed to continue when 
almost normalcy has returned. The position needs to be 
corrected and in our opinion the only way to do so is to 
exempt Wakfs of a public nature from the provisions of the 
Rent Control Act’s prevailing in the States. 

The control of letting of urban property is a State subject 
belonging to List 2 of the 7th Schedule of the Constitution. 
We foresee the difficulty and the reluctance of the Central 
Govt, to offer advice to the State Govts, in this matter 
because the "raison d’ etre" of such legislation is the 
protection of the tenant from whims of an unscrupulous 
landlord. There is much to be said in favour of legislation 
which seeks to limit these whims of a landlord in dealing with 
his tenants. But in case of Wakfs of a public nature the 
advantage to be derived for the benefit of public institutions, 
which happen to be the main beneficiaries from suitable 
increase in the income of the properties which serve them 
far outweigh any consideration which weighed in restricting 
the power of individual landlords 

Wc arc of the opinion that it may be possible to 
persuade the State Govts, to exempt all "public purpose, and 
as a matter of fact, all public trusts, endowments belonging 
to all communities" from the provisions of Rent Control 
Act All properties belonging to Central Govt, and State 
Govts or local authorities have been exempted from all the 
provisions of Rent Cbntrol Act in different States. In the 
Rajasthan Premises (Cbntrol of Rent-and Eviction) Act 
No.17 of 1950 under clause (c) of sub-section (II) of section 2 
of the Act, any premises which are meant to be places of 
public amusement or sports such as rienema buildings, 
theatres and the like and which arc let out for being used 
as such, have been exempted from the provisions of the said 
Act. In most of the Acts, the premises occupied by State or 
Central Govt servants have been exempted from the 
provisions of Rent Control Acts. The properties owned by 
Wakf or trusts of a public nature should not, in evaluating 
their utility to society, be placed at a lower level than a 
cinema or theatre. It is for these reasons that States of 
Andhra Pradesh, Kerala and Mysore have already exempted 
properties attached to pubic Wakf from the provisions of 
Rent Control Acts. Wc are informed that the Govt, of 
Rajasthan and Delhi Administration have also agreed in 
principle to grant similar exemptions. 

In most of the Rent Control Acts the Stale Govt, has 
been empowered to exempt through notification any class or 
category of properties from all or some of the provisions of 
the Rent Control Acts prevalent in the State concerned. It 
should, therefore, be possible in the case of States wherein 
such a provision exists in the Rent Control Act to notify the 
exemption of all public Wakfs, trusts and endowments from 
the operation of the Rent Control Act forthwith without 
resorting to legislation. 

As legislation on the subject comes under the State list, 
we are unable to recommend any amendment for the said 
purpose in the Central Wakf Act 29 of 1954. We, 
there-fore, recommend to the Central Govt to use all the 
persausive resources at its disposal to prevail upon the State 
Govts, to grant the necessary exemption to Wakfs from the 
operation of Rent Control Act The initiative in respect of 
Union Territories can be taken by the Central Govt, itself. 
This, in our view, is the sine qua non of effective 
improvements of Wakf institutions in the States. 
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The Expert Committee on Unemployment set up a 
Working Group on Financial and Fiscal Measures under its 
office Memorandum No.9/2/ 71-ECU (Tcch)/F & FM dated 
22nd September, 1971, to suggest suitable strategics for 
employment generation both short-term and long-term in- 
cluding technical, financial, and fiscal measures in respect of 
different sectors of the economy. 

TERMS OF REFERENCE 

To suggest suitable strategics for employment generation 
both short-term and long-term including technical, financial 
and fiscal measures in respect of different sectors of the 
economy. The Working Group will with regard to the subject 
allocated to it, ascertain facts, locate the main problem areas, 
examine solutions for the problems and suggest such of them 
as it would commend for the Committee’s consideration. 
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RECOMMENDATIONS 

The unemployment problem in India cannot be 
separated from the problem of large scale poverty. The solu- 
tion to both the problems lies in the provision of gainful 
employment and raising the productivity of the labour force 
through appropriate planning policies (the incidence of large 
scale unemployment, both overt and disguised, at existing 
levels of techniques being found low). 

The problem of raising productivity levels is essentially a 
problem of economic planning which includes the expansion 
of the core sector of the economy. Yet employment objective 
as part of the overall planning objective can be achieved 
through the adoption of labour intensive techniques in 
projects that are selected as an integral part of the Plan. 

The wage fund constraint needs to be more specifically 


introduced into the planning process and income distribution 
changes and their effects on employment specifically con- 
sidered. 

Mechanisation should not generally be allowed unless it 
leads indirectly to more employment and/or more surplus 
generation. Specific types of mechanisation in agriculture 
thwarting the employment generation efforts of the new 
agricultural technology need to be discouraged 

An area/activity approach is needed to supplement the 
core industrialisation programme in a manner such that in- 
tegrative type of employment generating activities may be 
promoted in selected areas. 

Suggestions for New Incentive Schemes 

Owing to lack of reliable and relevant statistics and the 
simultaneous operation of regulations and controls and ex- 
tension of other facilities it becomes difficult to form any 
considered judgment regarding the effect of incentives. But 
there is no doubt that on all its major fronts to secure more 
employment, viz, reduction of excess capacity, stimulation of 
labour-intensive techniques, encouragement of small-scale 
industry, altering the pattern of demand in favour of labour- 
intensive commodities, regional dispersal of economic ac- 
tivity, encouragement of exports, and general aid to more 
production and investment, the success has been very limited. 
The system, therefore, needs to be oriented with reference 
to: 

1. The total amount of incentive that should be offered; 

2. the type of incentives that should be offered; and 

3. other steps that maybe simultaneously needed. 

What the reasonable level of incentives should be cannot 

be said a priori; in conjunction with other devices they must 
be powerful enough to achieve the objectives in view. The 
level would, therefore, vary with the detailed circumstances. 
In this connection one must bear in mind the level of protec- 
tion against foreign competition now regarded as reasonable 
by many development economists and the level of tariffs and 
quantitative import controls actually prevalent in many 
developing countries. There is no perfect analogy between 
international and interregional trade. Prospects of greater 
labour and capital mobility, the accepted ideal of free com- 
modity movements and possibilities of regional income trans- 
fers and of equalisation of public services through fiscal 
operations make a region very different from a nation. But 
some regional economists have expressed dissatisfaction with 
the lower level of differential advantages as being a cause of 
persistent regional imbalance. Any level of incentives, there- 
fore, cannot be easily ruled out as too high in itself; it has to 
be considered in conjunction with the duration, the detailed 
objective, and the efficacy of other alternative devices. At 
the same time, the incentives must not impose a high burden 
on the Budget. From this point of view, it appears that, to 
the extent possible, a new proposal for incentive to do some- 
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thing, say, make greater use of labour, should be combined 
with a disincentive to discourage greater use of capital, or 
removal of an existing incentive. Such a combination of in- 
centives and disincentives would minimise the revenue loss to 
the Government In terms of this approach a set of measures 
has been indicated below; 

It has been found that in recent years the trend has been 
in favour of capital intensive technology. This is largely the 
result of modernisation of the methods of production. Un- 
doubtedly, it would be wrong to deliberately deny ourselves 
the advantages of modem technology, where it economizes 
the use of both labour and capital, or where it is essential in 
the interests of safety or needed precision or surplus for 
growth. But it is equally true that within this larger objective, 
in a capital-scarce economy, where wage-profit ratio in cer- 
tain lines may not reflect the labour-capital endowment, it is 
essential to economise the use of capital and encourage 
greater use of labour. Many of our existing incentive systems 
work in the reverse direction and, therefore, need to be 
reoriented. 

Removal of Interest Subsidy 

It has been observed that there has been a hidden sub- 
sidy in the form of concessional interest rate charged by 
financial institutions. This subsidy should be generally done 
away with, not only with reference to large-scale but also 
small-scale enterprises. An increase in interest rate will raise 
the prices governed on a cost plus basis specially in those 
concerns where the capital borrowed from financial institu- 
tions is large. Where development and welfare effects of such 
a price rise are felt to be adverse, a subsidy can be given. 
Wc do not think this will be essential over a wide sphere. If 
the development of a particular sector is considered vital on 
the ground of its potential contribution to the economy 
which is not reflected in commercial balancesheet and where 
a subsidy will not help, it may be legitimate to allow financial 
institutions to charge concessional interest rates. For their 
smooth and successful operation, financial institutions should 
■ enjoy some flexibility in their operations, including fixation of 
interest rates and repayment periods. Owing to their dose 
and intimate touch with the enterprises they are in a good 
position to judge the business side. Many of these institutions 
and commercial banks are cither nationalised or closely con- 
trolled by the Government, and they can be trusted to carry 
out the tasks assigned to them. 

Subsidy to Employment 

It would be worthwhile considering whether this measure 
cannot be reinforced by making employment of labour more 
attractive. An effective way, which has been tried with some 
success in other countries, is to treat wages more favourably 
for tax purposes than other expenditure items. It would be 
more appropriate though more difficult to relate the 
weighted wage bill to the number of persons employed rather 
than the wage bill as such. A possible alternative would be to 
give undertakings relief in respect of their sodal security con- 
'txibutio ns. 

There are, however, a large number of difficulties as- 
sodated with the employment subsidy. In the first place, to 
keep it financially manageable and create an impact, the sub- 
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sidy given to additional employment can be manipulated by 
break-up of units, closure of an old unit and starting of a new 
one, etc. A subsidy adopting this criterion would necessarily 
have to be confined to only large-scale enterprises. The addi- 
tional employment covered will only be direct. In the case of 
agro-industries, important from the view-point of backward 
areas, the more indirect employment in input supplying 
farms will not be taken into account. An employment sub- 
sidy is, therefore, to be ruled out both on administrative and 
financial considerations. 

Subsidies Related to Capital 

The major defect of the existing system of incentives is 
that most of the concessions are linked to capital and some 
to fixed capita! and, therefore, entrepreneurs may be induced 
to use more of capital. To stimulate production and invest- 
ment in the private sector, capital and enterprise must be at- 
tracted and this can only be done by making the rate of 
return attractive. Assuming that this cannot be done through 
a change in the external environment, it has to be managed 
through incentives. From the view-point of the entrepreneur, 
assuming he is likely to get the same amount, he would 
prefer a capital subsidy to one on production and the latter 
to a development rebate and a development rebate to a tax 
holiday. From the view-point of the economy, a concession 
linked to productive employment would be welcomed; if a 
subsidy to employment is ruled put, production, profits or in- 
vestment are the alternatives to be considered. A production 
subsidy will have to be given at varying rates. This makes it 
cumbersome. It will generally have to be linked with the ex- 
isting system of excise duty or sales tax or in the alternative it 
will necessitate a new apparatus. Between profits and invest- 
ment the former would be a preferable base. Investment 
may not necessarily fructify in more production or employ- 
ment and capital can be substituted for labour. 

Tax-exempt Profits and Reserves 

We feel that as far as priority industries are concerned, a 
powerful uniform incentive not related to investment that can 
be offered to them is to completely exempt their profits from 
income taxation for a period, say, three years after the com- 
mencement of production. This will also serve as an effec- 
tive inducement to quick and efficient operation. This will 
differ from the existing tax holiday incentive both in its 
coverage and the link to capital. Under the tax holiday 
scheme, the tax exempt profits are related to own capital 
which would mean that more profits obtained from greater 
use of labour will have full impact of taxation. In addition, 
for such industries a scheme of investment reserves as in 
Sweden can be considered. While in Sweden such a scheme 
is used mainly as a counter cyclical measure its modified ver- 
sion can be used in our country for growth of certain selected 
industries and for development of selected backward areas. 
Industrial concerns may be permitted to transfer upto 30% of 
their pre-tax profits to a special investment reserve fund. 
The whole of these should be deposited with the Govern- 
ment and should be made available to industries for invest- 
ment in specified types of economic activities or for invest- 
ment in selected backward areas. The Government should 
pay a reasonable rate of interest on these reserves. If the 
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companies desire to use the reserves for other purposes, they 
should be permitted to do so only after the payment of the 
tax. Naturally they should not be allowed interest on this 
part of the reserves. Such a scheme will also act as inciden- 
tal incentive to company savings. 

The devices for small-scale industries, it has been found 
from experience, can be more effective if these are in the 
form of assistance than fiscal or monetary concessions. This 
has been appreciated by the authorities and efforts on these 
lines have also been made. However, there is considerable 
scope for expanding facilities in this field. 

Reservation of Production 

A section of industry has been reserved for small scale 
and village industry sector. This has given some protection 
to small industries. A relevant point here is the difference in 
the cost of production between small and large units. It is 
likely that due to economies of scale, cost per unit of produc- 
tion may be relatively lower in large-scale capital intensive 
units than in small-scale ones; encouragement to small-scale 
industries under these circumstances, one may argue, would 
imply promoting inefficient units of production. This line of 
reasoning rests on a static view of the situation. The produc- 
tion processes in village industries and some small-scale in- 
dustries are still traditional. With multiplicity of measures 
aimed at improving the technique of production, uplifting of 
traditional skills through proper training, marketing and 
credit facilities etc. which are being taken, the economic per- 
formance of these industries can improve, substantially. Once 
this happens, the gap in costs of production between small 
and large units may be eliminated. A note of caution may, 
however, be sounded in this connection. Village or small 
scale industries should not be given special encouragement 
only because they give employment specially now as we will 
have a public assistance programme. The heart of the 
problem is to master the art of locating lines in cases the 
comparative differences in costs can be quickly bridged, the 
devices through which this can be done and their effective 
implementation. Errors in these can prove costly and can 
make the whole programme a drag on economic growth. 

Ancillary Products 

The major role of small-scale sector is in ancillary 
products. The development of ancillary industries is also 
necessary to reduce the cost of production of the main 
product. The growth of ancillaries can be fostered if a 
machinery can be devised to coordinate the development of 
large-scale parent industry and of ancillary industries, right 
from the initial stage. In order that the full potential of 
major industries for area growth is realised, it is important 
that their backward and forward linkages should be studied 
and plans should be laid down in advance as to how the area 
could be prepared to benefit most from these linkages. This 
is possible if a Joint Committee of small and large industry 
organisations is set up to examine the applications for in- 
dustrial licensing from this angle and indicate possible areas 
for ancillaries connected with parent industry. 

Location of ancillaries may have to be done near the 
parent units. In other cases it would be desirable to locate 
small-scale industries at selected growth centres rather than 


spread all over the country. This step will result in con- 
siderable economies in infrastructure and facilitate provision 
of other ‘assistance’ services. Therefore, incentive schemes 
instead of being general must as far as possible be specific in 
regard to location. 

Regional Development Corporation 

It has been accepted that a definite effort has to be made 
for dispersing industries to backward areas. The industries 
so selected need the greatest efforts to develop through 
provision of facilities normally lacking in such areas and a 
system of incentives. A rapid and selective expansion of the 
economic and social overheads will have to be planned by the 
Government keeping this in view. When these centres 
achieve a degree of viability the incentives can be withdrawn. 

We feel that the best agency to look after such areas 
would be the Regional Development Corporation which 
would also be responsible for selecting homogeneous areas 
for intensive activity^ay, development blocks. While the 
selection of such areas shall be mainly on economic grounds, 
social considerations may also be given' some explicit weight 
e.g. development of a viable agriculture and related industrial 
possibilities may be considered for a dry farming tract. Since 
we contemplate that important incentives should be given 
by the Central Government for the economic development of 
the area the selection of areas must be approved by an all- 
India body which should ensure uniformity and coordination 
among different States in this matter. We suggest that the 
Industrial Development Bank of India, which has already 
taken some steps in this direction of area surveys and area 
planning may be entrusted with this task. Considering the dif- 
ferences in the financial and administrative capacities of dif- 
ferent State Governments, the seed money for such Corpora- 
tions may be provided by the Government of India. The 
Government of India may also prepare a roster of trained 
managerial and technical personnel to man such institutions 
and may make available the required expertise, as and when 
requested. Training facilities may also be provided. The 
Regional Development Corporation will play an active role in 
the preparation of area development plans and channel the 
efforts of State level agencies, term lending institutions, and 
nationalised banks for the implementation of the projects it 
prepares. It will have to decide whether, having regard to Ihc 
nature of the project, it will be preferable to put it in the 
public, joint or cooperative sector. If the project has to deal 
with atomistic input producers, there will be a strong case for 
such a preference; in other cases it will try to get private 
entrepreneurs interested in them. The Regional Develop- 
ment Corporations may sponsor such activities themselves if 
other agencies are not forthcoming and also, if necessary, 
engage in the provision of certain types of infrastructure ac- 
tivities e.g., veterinary facilities in the case of a dairying 
project, specific training facilities and construction of ap- 
proach roads, etc In short, although their role is generally 
expected to be that of planning and promotion, they rtiay 
play a direct entrepreneurial role themselves and take action 
for removal of specific bottlenecks to area development. 

The pattern of development of backward areas that we 
visualize is such that at the end of a fixed period, say, five to 
ten years, the backward areas should grow into developed 
ones, so that special attention to them should be no longer 
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essential. We, therefore, recommend that there should be a 
periodical review of the status of selected areas. 

Capital Grant 

The major deficiencies in such backward areas will be 
lack of local entrepreneurship and skilled labour. To attract 
them from outside sufficient inducements may be needed. 
Very often in such areas the likelihood of new economic ac- 
tivities being successfully carried out is heavily discounted. A 
development rebate or exemption of profits from tax has, 
therefore, little appeal. Experience in other countries has 
revealed that a capital grant is more effective in this connec- 
tion, as it has an immediate impact. Since it is contingent 
only on the act of investment it accrues soon and improves 
the liquidity position. We, therefore, recommend a capital 
grant to all new units set up in selected backward areas. For 
administrative reasons very small units will have to be kept 
out. In view of our plea for the entire abolition of all State 
incentives we think it will be fair to increase the capital grant 
to 20 pet cent. 

Inducements to Mobility of Crucial Personnel 

The movement of industry to growth centres will call for 
some mobility of labour fromnearby areas. Advance plan- 
ning will have to be done for providing adequate civic 
amenities to such labour and also for meeting costs of move- 
ment. In Sweden, to tackle the problem of pockets of un- 
employment in an overall situation of virtually full employ- 
ment (2 per cent unemployment) an elaborate system of such 
allowances has been successfully operated. In India, due to a 
large number of unemployed, it may not be feasible to ex- 
tend such inducements to all of them in view of limited fiscal 
, resources. But a scheme on these lines, restricted to some 
crucial personnel, may be thought of onexperimental basis. 

The major changes suggested in technical, fiscal and 
financial devices may be briefly summarised as follows: 

In the present Indian context, fiscal and financial incen- 
tives should not generally be essential for stimulating produc- 
tion and investment A speedier, more consistent and more 
purposeful administration of controls and regulations may be 
more helpful in this connection. 

In the public sector, the employment objective can be 
directly achieved. Incentives are, therefore, not essential ex- 
cept in public industrial and commercial undertakings and 
that also for only accounting and management control pur- 
poses. They may be necessary in the private sector to 
supplement and reinforce controls and regulations. 

In the private sector, the unorganized parts like agricul- 
ture' and village and small industry suffer from such hand- 
icaps as need radical organisational changes, detailed con- 
trols, and a widespread extension of public services facilities. 
Technical devices are more helpful in their case. On the 
other hand, the organized parts are in a position to fully 
benefit from incentives. 

The incentives to industry are many, but they have 
evolved haphazardly. They have been introduced and 
modified from time to time for various conflicting puiposes. 
It is difficult to quantify 1156111 or even reduce them to a com- 
mon pattern. There is no detailed reliable information about 
the working of these incentives. The varying State incentives 
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are likely to work at cross purposes like competitive adver- 
tising. The more advanced States because of their better 
financial position and administration are likely to do much 
better in this regard. 

The major fiscal incentives given by the Central Govern- 
ment for industry in developed areas are the development 
rebate and the tax holiday. The withdrawal of development 
rebate has been announced from May 31, 1974. In our 
opinion, this is a correct step. Tax holiday benefit also in its 
present form should be withdrawn, as it is linked to capital. 
All-India term lending institutions charge concessional inter- 
est rate for all their loans. The continuance of this practice, 
in spite of utmost scrutiny by the institutions, is likely to 
promote generally the greater use of capital and capital- 
intensive techniques and should be generally done away with. 

A subsidy to organized industry based on the number of 
persons employed appears as the best device to encourage 
labour intensive techniques and thus employment but, owing 
to many administrative and financial difficulties, it is not 
recommended. 

Tq stimulate investment and production in new risky 
capital intensive industries of great national importance 
where reasonable profit is unlikely Immediately, incentives 
may be used. These may take the form of a modified tax 
holiday, complete tax exemptions for a period say three years, 
and permission to use tax-free investment reserves. Com- 
panies should be allowed to deposit with the Government 30 
per cent of their pre-tax profits and these should not be li- 
able to company taxation. 

Small industry is given the special incentives of price 
preference in Government purchases, concessional interest 
rate, lower duties, etc. The major benefits the units get are, 
however, from reservation of the market and the Central and 
State facilities extended to them. In view of their important 
role in the economy, they are entitled to favoured treatment. 
A concessional interest on loans to them should, however.be 
ruled out. Though it may help them against the large-scale 
units, it may lead to their adoption of more capital intensive 
techniques. In protecting them great care should be exercised 
in selection, in nursing them, through the period of protec- 
tion, and ensuring that the protection comes to an end soon. 
A more promising approach to helping the small-scale in- 
dustry may be through planning of ancillary industries round 
large-scale units based on a careful study of forward and 
backward linkages. A joint committee of small and large in- 
dustry oiganisations should be set up to indicate the pos- 
sible areas for ancillary industries connected with parent in- 
dustry. 

It may be possible to some extent to shift demand from 
capital-intensive commodities to labour-intensive com- 
modities especially in case of capital-intensive luxury items. 
The contemplated programmes in the Approach Paper 
through their changed emphasis /on the poverty problem 
should ensure this automatically but it may be possible to 
make a further dent on the problem by shifting consumption 
in favour of labour-intensive commodities. - 

Area planning is likely to prove the most important ap- 
proach to the problem of employment and development. In- 
dustries whose establishment can lead to the development of 
an area should be given the needed encouragement to 
counter this situational handicap. In view of the various 
growth prerequisites, both the area and the industry need 
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APPOINTMENT 

In terms of the revenue it brings, Central excise is the 
largest single tax levied in India. On the latest figures avail- 
able (1973-74 Budget), it yields over Rs. 2,700 crorcs and 
constitutes nearly 54% of the tax revenue of the Union 
Government. The manner of its levy is, therefore, of con- 
siderable importance. Our committee has been entrusted 
with the task of reviewing the relevant procedures with 
reference to intended objectives and actual operation. Wc 
have also been asked to examine the organisational and ad- 
ministrative set up of Central Excise. Our Report is sub- 
mitted in two volumes. Volume I deals with procedure and 
volume II with organisation. The terms of reference, the 
stafes of our enquiry and the scheme of this volume are ex- 
plained in the present chapter. We may begin with a very 
brief account to be later elaborated of the historical back- 
ground of the enquiry in so far as it concerns procedure. 

For a quarter of a centuiy, from 1943 to 1968, the stan- 
dard pattern of excise levy and collection was for the official 
concerned to assess duty, verify payment, and supervise 
clearance before the goods produced were allowed to be 
removed from the factory. In addition, a "gate pass" was 
prescribed in 1949. This had to accompany each consignment 
of goods. Each gate pass had to set out the relevant par- 
ticulars and be countersigned by the assessing officer. Some 
years later, it was decided to make a selective start with a 
more flexible procedure. In 1956-57 and again in 1962 cer- 
tain commodities were brought under what was termed an 
audit type of control. This enabled the goods to be cleared 
without the prior intervention of an Excise Officer for either 
assessment of duty or of countersignature of the gate pass. 

The adoption of this procedure was at the time optional. 
Thereafter, on June 1, 1968, Government introduced what is 
known as the Self-Removal Procedure (SRP). The new pro- 
cedure was extended on a compulsory basis to some 59 com- 
modities. Under this scheme, excisable goods produced by a 


manufacturer could be cleared by him after he had deter- 
mined the duty liability himself, without a central excise of- 
ficer having to be present for assessment or clearance. On 
August 1, 1969, the procedure was made applicable to all 
other excisable commodities as well, with the only exception 
of unmanufactured tobacco. Any new additions made from 
time to time to the list of excisable commodities also fall 
within the purview of SRP, but they arc first placed under 
physical control for three to four months. On May 28, when 
the budget of the Central Government for 1971-72 was 
presented to Parliament, the Finance Minister said that he 
proposed to set up a committee to review the Self Removal 
Procedure with a view to suggesting improvements which 
could reduce the leakage of revenue. It was in pursuance of 
this statement that the Central Excise (Self Removal Proce- 
dure) Review Committee was set up under Government of 
India, Ministry of Finance (Department of Revenue and In- 
surance) vide Resolution NoA-11013/E/134/ 71-Ad.IV 
dated October, 11, 1971. 

TERMS OF REFERENCE 

1. To review the working of the Self Removal Procedure 
■--Scheme in the Central Excise Department in all its aspects 

including-an. analysis of its merits and demerits vis- a- vis 'the 
previous systems of physical-control and particularly enquire: 

(a) to what extent the Self Removal 'Procedure-has' 
achieved the objectives set out when the scheme was intro- 
duced; 

(b) whether the Self Removal Procedure has led to or 
afforded greater scope for evasion of Central Excise duty and 
if so, to assess the magnitude of such evasion, and also 
whether such evasion is confined to any particular industry/ 
industries or any sector of the industry/industrics and the 
causes thereof; and 

(c) to recommend changes considered necessary in exist- 
ing Rules and/or procedures to plug the loopholes leading 
to evasion of duty. 

2. To examine whether there are any items in the Central 
Excise Tariff (excluding tobacco) which, having regard to the 
safety of revenue, are not suited to be cleared, under the 
Self Removal Procedure in its present form and if so, to sug- 
gest modifications or alterations in the mode of assessment 
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and collection of duty on such items and suitable Rules and/ 
or procedure thereof. 

3. To examine the existing organisational and administra- 
tive set-up of the Central Excise Department employed for 
levy and collection of Central Excise duties under the Self 
Removal Procedure and to advise the Government in the 
light of the suggestions and recommendations made with 
reference to (1) and (2) above, on such reorganisation as may 
be considered necessary keeping also in view the various 
agency functions (like those under the customs, Gold Con- 
trol and other Acts) which the Central Excise Department is 
at present entrusted with; and 

4. To make any other recommendations germane to the 
objectives of this investigation. 

5. The Committee’s terms of reference do not extend 
merely to n review of the working of SRP. They cover practi- 
cally the entire gamut of the Excise Department’s activities 
with which SRP is intertwined. The enquiry may be said to 
extend to exrise procedures generally (with the exception of 
those pertaining to unmanufactured tobacco) and to the en- 
tire organisation concerned with the implementation of these 
procedures. 

CONTENTS 

Volume I: Procedure: Background; Data and Evidence; 
Recommendations; Appendix and Annexures: 

Volume II: Organisation: Background; New Patterns; 
Structural Reorganisation; Personnel; Short Term and Long 
Term Aspects; Institutional Reform; Conclusions; Summary. 

SUMMARY 

Volume I (PROCEDURE) 

GENERAL 

Introductory 

In terms of revenue it brings. Central Excise is the 
largest single tax levied in India. On the latest figures avail- 
able (1973- 1974 Budget), it yields over Rs. 2,700 crores and 
constitutes nearly 507& of the tax revenue of the Union 
Government. The manner of its levy is, therefore, of con- 
siderable importance. The Committee has been entrusted 
with the task of reviewing the relevant procedures with 
reference to intended objectives and actual operation. It has 
also been asked to examine the organisational and ad- 
ministrative set up of Central Excise. 

The Tax and Exemptions 

Duties of Excise are levied and collected on all excisable 
goods which arc produced or manufactured in India at the 
rates set forth in the First Schedule to the Central Excises 
and Salt Act, 1944. Excisable goods are defined in the Act as 
’goods specified in the First Schedule as being subject to a 
duty of excise.* 

The Erst Schedule presently covers some 123 com-, 
modifies. Duty rates differ from item to item and where 
there is sub-division, from sub-item to sub-item. A large 
number of exdse levies are multi-point in their operation. 
Broadly, duties of excise are cither specific or ad valorem id 
character, though there are a number of variants: (1) ad 
valorem-cnm-sperific, (2) specific-cum-valorem, or (3) 
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specific or ad valorem whichever is higher. In certain cases, 
duties are specific for certain sub-items and ad valorem or a 
mixture of ad valorem or specific for others. For the purpose 
of determining the liability of a product to duty or the ap- 
propriate rate of duty applicable to it, it has to be classified 
on the basis of the criteria laid down which, illustratively, in- 
clude such factors as sucrose content related to temperature, 
flashing point, flame height, viscosity, count, average count, 
demirage, diameter, sectional area, shape, circuit ampereage, 
voltage, horse power, intended use, commercial parlance, etc. 
Value in the case of goods subject to ad valorem duties and 
such physical factors as weight (in some cases sectional 
weight), volume, thickness, length, area, etc. in the case of 
specific duties have also to be taken into account. In certain 
cases, goods are accounted for or sold by the producers on 
the basis of weight but duty rates or concessional duty slabs 
are based on volume; in such cases, quantities eligible for ex- 
emption of assessment have to be computed on the basis of 
notional conversion formulae. The same diversity on a much 
wider scale is desirable in notifications issued by Govern- 
ment. 

In the case of ad valorem duties, the value of excisable 
goods is determined in accordance with provisions of law 
contained in section 4 of the Act. Several difficulties have 
been experienced from time to time in the working of the 
provisions sited. By and large, they relate to (i) admissibility 
of deductions on account of items such as equalised freight 
and post-manufacturing expenses (e.g. on after-sales service) 
which are Included in the price charged or invoiced, (ii) 
determination of value in the case of excisable components 
which do not by themselves command a price or market, (iii) 
admissibility of discounts of different kinds, (iv) determina- 
tion of value in the case of new products which enter the 
market for the first time,' and (v) admissibility of prices 
charged by a producer from a sole distributor or distributors. 
The existing provisions have undergone alterations by 
amending legislation (Act 22 of 1973). The new provisions 
come into force on a date to be notified by Government 

The Act empowers Government to fix tariff values for 
goods chargeable to duty and ad valorem rates. Apart from 
tariff values, several other expedients are employed from 
time to time to get over the difficulties of valuation ex- 
perienced in relation to certain commodifies or in particular 
situations. These include (f) acceptance of prices fixed by 
Government from time to time under different enactments, 
(ii) operation on the basis of transacted prices indicated by 
the asscssees, (iii) acceptance of rate contract prices as asses- 
sable values, and (iv) operation on the basis of the cost of 
production plus a reasonable margin of profit for com- 
modities produced for captive consumption. 

Compounded levy schemes have been evolved from time 
to time for a certain number of commodities. At present, 
these schemes apply to (1) Khandsari sugar, (2) cotton yam 
produced by a manufacturer who uses the whole or part of 
such yam in the manufacture of cotton fabrics in his own fac- 
tory, (3) electric battery plates, (4) coarse grain plywood, (5) 
embroidery, (6) cotton fabrics processed (with stentcring and 
mercerising machines) without the aid of power, and (7) cot- 
ton fabrics produced on powe dooms. The basic consideration 
cm which these schemes are extended to different industries 
would appear to be the prevalence in the industry concerned 
of a large sector of small producers whom it would be dif- 
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ficult to control under the normal procedure. Duty liability 
is fixed with reference to some identifiable equipment used 
by the producer, after taking into account the average 
production of the commodity concerned and other relevant 
factors. The Central Government have the power to exempt, 
by notification in the official gazette, and subject to such con- 
ditions as may be specified in the notification, any excisable 
goods from the whole or any part of duty leviable on such 
goods. Barring a few exceptions, the exemptions notified 
cover the entire gamut of Central excise. There are nearly 
one thousand live notifications today by virtue of which duty 
reliefs are afforded. It appears that some three hundred tariff 
rates have, as a result of the issue of notifications of exemp- 
tions, been multiplied into more than two thousand effective 
rates. 

There is a miscellany of purposes expected to be served 
by individual exemption. Some of the objectives are for 
promotion of exports, increase of production, conservation 
of resources, development of backward areas, convenience of 
administration, support to programmes of public health and 
family planning and, reduction of the cumulative impact of 
multi-point levies. But much more important and pervasive 
than any of these has been the objective of encouraging the 
establishment and growth of small-scale industries in the 
country. This purpose underlies a wide range of exemptions. 
In seeking to give effect to it, however, so many different 
parameters and criteria have been used as to what is, and 
what is not, a small unit with reference to particular com- 
modities, that a bewildering variety of exemptions has come 
into being all of which purport to help the small sector. 
There are several other forms of exemptions which do not re- 
late directly to the small scale sector. Duty exemptions have 
been assailed on several grounds. One of the major points 
made is that they lead to fragmentation and pseudo- 
fragmentation. It has also been stated that where duty is ex- 
empted upto certain levels of production or where rates of 
levy increase with higher output, duty exemptions have the 
effect of inhibiting or restricting production. It is claimed 
that fiscal preferences for different sectors within the same 
industry upset the economic equilibrium between them. The 
Public Accounts Committee have criticised the executive’s 
power to exempt. It has also criticised exemptions from the 
administrative angle. Another important point made is that 
exemptions render assessment an unnecessarily elaborate 
and time-consuming process. It is generally agreed that 
schemes of exemptions provide considerable scope for eva- 
sion and avoidance of Central Excise duties. The evasion is 
facilitated by the withdrawal of physical controls under SRP. 

From 55 commodities, yielding a revenue of Rs. 489.31 
crorcs in 1961-62, the excise tariff expanded in 1973-74 to 123 
commodities expected to yield a revenue of Rs. 2741.25 
cro res. 

Data relating to revenue realised from excisable com- 
modities (other than unmanufactured tobacco) show that on 
the basis of sanctioned Budget Estimates for 1973-74 the top 
23 commodities (with a yield of more than Rs. 20 cro res 
each)together account for Rs. 2229 crores or more than 84% 
of the total Budget realisation. With the next 17 items also 
included, the first 40 commodities account for Rs. 2464 
crores or 92.8% of the total, the balance of 7.11% (or Rs. 188 
crores) being the total revenue contribution of no fewer than 
77 commodities. Included in this number are 29 commodities 


which account individually for less than Rs. one crore and in 
the aggregate for Rs. 1238 crores. 

From 1963-64 to 1970-71, the excise revenue increased 
from Rs. 662.77 crores to Rs.1675.41 crores or by Rs. 1012.64 
crores. The increase was broadly accounted for by the 
following: - 


(Rs. crorcs) 

I Growth in consumption or/and increase 

in price where duties are ad valorem 477.16(47.1%) 

II Increases in duty rates 477.75(47 2 %) 

III Extension of excise of new items 57.73( 5.7%) 

Total: 1012.64(1000%) 

Classification of factories in terms of revenue realised 
during 1971-72, shows that*. 

(i) the four highest revenue slabs, which comprise units 
yielding a revenue of more than Rs one crore each include 
only 13%of the total number of duty paying units (excluding 
powerlooms covered by the special procedure). In terms of 
revenue, however, they account for nearly 70% of the total 
realization. 

(ii) factories falling in the lowest revenue slabs and yield- 
ing a revenue of less than Rs. one lakh each account for only 
Rs. 25.68 crores or 1.28% of the total revenue. But numeri- 
cally they comprise as many as 18,874 units or more than 
78% of total number of duty paying factories; and 

(iii) the rest of the duty paying units, which may be con- 
sidered as the medium sector (with a revenue yield of be- 
tween Rs. One lakh and One crore), account for 20 to 21% of 
the total number of units and for the 28 to 29% of the 
revenue. 

It is noteworthy that the small units, though prepon- 
derant in number, yield only a very small fraction of the total 
revenue. 

It is interesting that commodities which are more prone 
to evasion than others are by and large the very commodities 
which have a large or preponderant small scale sector. 

Effective control of small units has been a matter of con- 
siderable concern to the Administration. The administrative 
problems involved have been rendered even more difficult by 
the numerous categories of exemptions built into the duty 
liability of the small sector. 


Evasion 

The general evidence available points to a surprisingly 
wide range and diversity of 'evasion. In certain segments of 
production, it may be said to be almost universal. Evasion is 
facilitated in a far-reaching manner by two sets of cir- 
cumstances, one relating to the machinery of implementation 
and the other to the substance of what is supposed to be 
‘implemented’. Slack, non-existent or dishonest supervision 
undoubtedly facilitates evasion. But unnecessarily compli- 
cated tariff items and unrealistically designed exemptions 
constitute between them an even more cause of evasion by 
providing in-built incentive for mis-classifying goods or 
under-reporting productions. In several instances the two- 
fold attempt to achieve precision and introduce progression 
in excise levies has frequently had the contrary effect of en- 
larging the area of complexity and increasing the scope for 
evasion. 

Evasion results in part from high tax rates. Excise tariff 
by and large continued to rise over the years. Wherever this 
affects the small sector significantly there is significant eva- 
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sion. This is so when a substantia! part of the production is 
in the small sector, the market is competitive, and the com- 
modity bears a high inadcnce of excise and other taxes. 

More important in this~context than'ffie' duty rates as 
such are the rates for different categories and sub-categories 
of the same tariff items of allied products in different items. 
Some cases provide for such a steep increase in incidence, 
from one category or sub-category to another, that only a 
slight manipulation is necessary to achieve a substantial 
saving in duty liability. 

There are several commodities (illustrations: metal con- 
tainers, safes and strong boxesjoller bearing, zip fastners) 
which attract concessional rates of duty or exemptions upto 
one or more specified level of production. Evasion in respect 
of goods pertaining to such exempted sectors is traceable to 
the case with which some of the limits prescribed can be ob- 
served ostensibly, while contravened in fact 

From certain studies attempted by the Committee’s 
secretariat to correlate , the recorded production of some 
manufacturers in the small sector with independent 
y®rameVtT=> Wse trisdmwry ykSSAxA, espVwA vwesVwS, Vtfcovrf, 
employed, electricity consumed and raw materials used, it 
was clear that in several instances the accounts maintained 
did not reflect the true state of affaire and the production re- 
corded was not sustainable on the basis of the parameters 
indicated. If the information furnished by these units could 
be accepted at face value, it would have to be concluded that 
many of them were not economically viable. 

Tax producers and the manner of their administration 
have a vital bearing on evasion; the existing procedures lead 
to ineffective administration and make evasion a profitable 
proposition. Excise tariff structure is still geared to the sys- 
tem of physical control. Penal provisions have no doubt 
been made more stringent but in actual practice they are 
hardly ever applied at anywhere near their maximum level 
They, therefore, do not provide the deterrent effect in- 
tended. If the fear of detection is lessened, so is the dread of 
what the punishment might be. In response to the 
Committee’s questionnaire and in the course of evidence ten- 
dered before the Committee, several parties have indicated 
what in their view are the principal areas of evasion in rela- 
tion to the nature of goods produced and the type of unit# 
producing them. There is surprising amount of unanimity id 
this regard. The commodities of which attention has bced 
drawn by the largest number of witnesses are (1) Sugaf 
(2)tea (3)painls and varnishes (4)sodium silicate (5) cos- 
metics and toilet preparations (6) plastics (7)paper (8) rayed 
or art silk fabrics (9) glass and glassware (10) chinaware and 
porcclainwarc (11) asbcstos ccment products (12) mosaic 
tiles (13) copper and copper alloys (14) internal combustion 
engines (15) electric motors (16) power driven pumps (17) 
electric batteries (18) electric lighting bulbs (19) wireless 
receiving scts(20) wires and cables (21) domestic electrical 
appliances (22) watches (23) steel furniture (24) metal con- 
tainers (25) safes and strong boxes (26) bolts, nuts and 
screws (27) rubbcrproducts (28)electric fans (29) plywood 
and (30) soap. 

In respect of commodities which are significantly 
produced in the small and to some extent medium sectors of 
the industry and of which exemptions are an important fea- 
ture, it would seem likely that SRP had led to more evasion' 
The evasion itself, however, whether or not caused by SRP is 


very extensive. In other commodities and sectors SRP has 
either-made little difference^ to evasion or, in relation to 
specific categories of complicated tariff, has increased the 
possibility of evasion through mis-classification. 

Several exercises have been attempted to estimate the 
extent of evasion. The method whereby evasion is related to 
the value of goods seized or duty evaded in relation thereto 
has not much relevance in the present context. So far as a 
comparison between revenue and production trends is con- 
cerned, there is a basic fallacy in this method of estimation, 
inasmuch as the past data regarding revenue collections or 
production and clearances are, in themselves, not of evasion. 
There are several other difficulties also in adopting this tech- 
nique. While instituting a comparison between the statistics 
of production maintained by the Excise department and 
those recorded in the accounts prescribed by other agencies, 
it was realised that to the extent the relevant data regarding 
production were provided, basically by the producing units, 
the same could not be regarded as in fact independent. An 
attempt was made to locate some independent indicators 
Cmm. whkb ey.es. nf. gn»rt,b, coul/i be. deduct-e/l awi tbeu. ap- 
plied to production. It was, howrver, found that apart from 
the fact that such an analysis could be applied only on a 
micro basis and would be relevant only for individual units, 
there were several other difficulties in pursuing this line of 
approach. In an estimation at the aggregate level based on 
the total availability of raw material, it was found that the 
same material was being used in different industries produc- 
ing excisable and non-excisabic goods in varying proportions. 
The technique generally followed in conducting 
input/output analysis involves the taking into account of the 
effect on production of changes in the final demand (made 
up of private and public consumption, investment, export and 
changes in slocks) the whole exercise being conducted within 
a framework of general equilibrium. There are, however, 
serious limitations in applying this method to the estimation 
of evasion. 

Analysis based on registered offences shows that there 
are certain commodities like (l)matches (2) steel furniture 
(3) tea (4)copper and copper alloys (5) P. or P medicines(6) 
Refrigerating and Air conditioning machinery and ap- 
pliances (7) Iron and steel products (8) sodium silicate (9) 
electric motors (10) cotton fabrics, which arc specially prone 
to evasion. 

Evasion is considerable and in certain sectors pervasive. 
It has not, however, been possible to quantify the extent of 
evasion. It is not so much a statistically sustainable figure 
that matters as the wide range of evidence which points to 
the prevalence of evasion as a large scale phenomenon, and 
to the diversity and causes of its occurrence. 

2-System of Selecfbe Control 

The large diversity of the tax base, the great complexity 
of the tax system and the wide prevalence of tax evasion arc 
the three aspects of excise administration which stand out. 
From these follow certain important considerations which 
must be borne in mind in formulating new measures. 

No single mould of procedure, including SRP, would suit 
alike all types of commodities or all forms or sizes of in- 
dustrial units. Since the commodities produced (along with 
the units which produce them) fall into certain well defined 
categories, the tax system has to be designed to comprise 
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separate procedures of selective control tailored to meet the 
distinctive features of the different categories. No pattern of 
control for the small sector would be suitable if it entailed 
disproportionate complexity from the point of view of tax 
compliance or disproportionate cost from the point of view 
of tax enforcement The complexity would have to be 
measured from the small assessec’s ability to keep books of 
accounts and fulfil other requirements and the administrative 
control would have to be looked at in the perspective of the 
relatively small revenue yielded by this sector. Both these 
considerations point to a system much simpler than anything 
that might be envisaged for the medium and big sectors. 
Since exemptions complicate more than they help, 
rationalisation of exemptions is necessary. More than this, 
the tariff structure with its numerous and intricate ramifica- 
tions needs to be simplified and streamlined. Further, the 
burden of procedure should be simplified wherever that can 
be done, without risk to revenue. 

A system of selective control made up of distinct proce- 
dures adapted to different needs is recommended. These 
patterns of control should be respectively based on (1) ac- 
counts (2) production and (3) clearance. These may, for 
facility of reference, be designated (j) Accounts Based 
Control(ABQ, Production Based Control (PBC). ABC 
would be liberalised version of SRP applicable to com- 
modities (i) which are produced almost entirely in the or- 
ganised sector (ii) in which the number of producing units is 
not unduly large (iii) of which the tariff structure is compara- 
tively simple, and (iv) in which the system of maintenance of 
accounts and of auditing of such accounts is sufficiently 
detailed and thorough to justify reliance being placed on 
their correctness and authenticity. Twentynine commodities 
(illustrations: mineral oils, iron/stcel products, cigarettes, 
fertilizers) which account for 60% of the total excise revenue 
estimated for 1973-74 have been identified for this puipose. 
For the remaining commodities generally, the pattern of con- 
trol advocated in PBC, which while not deviating from the es- 
sence of SRP , incorporates certain modifications with a view 
to bringing about a more efficient operation of the tax sys- 
tem. It attempts this through closer association between the 
excise official and the production unit,and better communica- 
tion between the Department and the asscssee. The com- 
modities covered wholly or partly by this pattern are 92 in 
number. They account for 38% of the total estimated 
revenue for 1973-74. 

Some of the commodities covered by PBC are more 
prone than others to evasion. Moreover, the units pertaining 
to these commodities include a sizeable sector of small 
producers whose capacity to maintain records, submit returns 
or comply with various procedural and other requirements is 
extremely limited. For this sector the normal pattern of con- 
trol would be CBC, corresponding to the old system of physi- 
cal control including supervision over individual clearances 
but it is provided that units producing certain specified com- 
modities in the small sector will be defined in terms of an 
annual turnover or value of production which does not 
exceed a pre-determined level of cut off point and such small 
units will be extended the option to operate under a new 
scheme of compounded levy, which renders the tax procedure 
simpler and the tax incidence lower than would be the case 
under the present system. 


Recommendations 

Liberalised procedure for selected commodities: Ac- 
counts Based Control. In terms of the data for 1971-72, the 
number of units covered by Accounts Based Control would 
be 583. For units covered by the accounts based pattern of 
control (ABC), a much greater degree of reliance by the 
departments on the accounts which the units themselves keep 
for their own purposes is envisaged. This pattern also con- 
templates a reduction in the number of inspections and 
visits, elimination as far as possible of physical checks and 
substantial simplification of existing procedural formalities. 

The accounts maintained by producers operating under 
ABC should ordinarily be accepted without any modification 
as satisfying the requirements of the Department If, in any 
particular case, material particulars are found wanting in the 
accounts so maintained, the lacuna may be arranged to be 
filled and the accounts then accepted. In the ABC pattern 
the invoices or invoice-cum-despatch advices issued by the 
producers should be accepted as a valid excise document in ‘ 
lieu of the gate pass if they contain all the. information re- 
quired to be incorporated in a gate pass. The facility to pay 
duty by cheque and to make consolidated entries in the ac- 
counts should be available generally to producers under ABC 
category without any pre-conditions. If the facility is abused, 
it would be open to the competent authority to revoke it. 
The Indian Oil Corporation have been allowed to pay duty 
by ’Letter of Authority 5 in lieu of payment by cheque in 
respect of some of their units all over the country. A similar 
facility should be extended to other producers, if asked for, 
subject to such safeguards as may be considered necessary. 

The present restriction that there should be no mutila- 
tions, over-writings, corrections and erasures in the gate pass 
is of no practical utility insofar as the category of com- 
modities under ABC is concerned. Corrections of the kind 
mentioned should be permitted provided the entries con- 
cerned arc neatly scored out and properly attested by a' 
responsible officer of the factory. This relaxation, however, 
should not extend to date, time of despatch and description 
of goods. Where a gate pass is cancelled, there should be no 
restriction on a corresponding credit entry being made in the 
current account, subject to the Department being informed 
about the credit entry. 

To avoid duplication of functions, Inspection Groups 
should be abolished and their functions distributed between 
Assessment Ranges and Audit. There should be a substantial 
reduction in the number of visits for inspection, audit, draw 
of samples, etc. And detailed half-yearly audit and a mini- 
mum number of physical checks or checks on production for 
ABC units would be adequate. Modified procedure for other 
commodities: Production Based Control(PBC) would apply 
to all commodities not covered by ABC subject to the reser- 
vation that this pattern will not apply to small units pertain- 
ing to certain specified commodities. For these small units, 
defined in terms of value of production, a simplified pattern 
of control has been recommended. 

PBC would embrace 92 commodities. Of these, 52 com- 
modities would be eligible for PBC only, whereas the remain- 
ing forty would consist of units which, above a particular 
turnover would come under PBC, but below that would be 
eligible for simplified procedure. PBC would comprise a size- 
able medium sector, covering partnership firms and 
proprietary concerns. In 1971-72, the relevant commodities 
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accounted for 7335 units. The processes and techniques of 
production followed by them as also the range of goods 
produced show a very wide diversity. The tariff structure is 
complex. In regard to this category of commodities and units, 
there is an urgent need to tone up the standard of main- 
tenance of accounts and of tax compliance, /generally. It 
would be of the utmost importance in this sector to ensure 
much closer association than at present between the opera- 
tion of the units and the supervision of the Department 
What is primarily sought to be estimated in PBC is the hiatus 
between the actual operations of production and the 
department’s knowledge of the nature and details of those 
operations. But it is not necessary to go back to old system of 
physical control with supervision over individual clearances 
and counter-signature of gate passes. Proper accounting of 
production Is a matter of considerable importance. The ear- 
lier system under which separate RG1 and EB4 accounts 
were required to be maintained in respect of all goods 
manufactured and all such goods deposited in and removed 
from the store-room had several merits. It enabled produc- 
tion to be accounted for at a convenient stage which in most 
cases was a stage or two prior to the one at which goods 
could be, or were, normally marketed. It also permitted a 
reconciliation between the duty due and duty actually col- 
lected. In all cases in which it is not possible to establish a 
direct quantitative relationship between the raw material and 
the finished product such accounting should begin at a stage 
prior to the completion of manufacture when the goods reach 
a near finished condition in which they can be smuggled out 
with or without minor changes. 

In all those lines of production in which a direct and 
uniform quantitative' input-output relationship does not ex- 
ist, there is no point in prescribing a raw material account or 
in attempting a verification of production on that basis. 

A system of accounting based on batches of production 
would make for considerable simplification and assessment. 
This would also facilitate verification of stock and enable cor- 
relation with the accounts of the products. The feasibility of 
adopting this system and extending it generally to all com- 
modities and sectors of producers should be considered. 
Production control will include many of the checks which 
were carried out by the jurisdictional staff, short of physical 
supervision over clearances and counter-signature. Among 
the features to be incorporated in this pattern of control are: 
authentication of all gate pass documents and accounts main- 
tained by the asscssee, supervision of production at various 
stages, and exercise of checks in respect of (i) packing and 
filling operation, (ii) goods in storage, (iii) raw materials 
used, (iv) receipt of duty paid goods, (v) accuracy of weigh- 
ing machines, (vi) destruction of excisable goods, and (vii) 
clearance of goods for export 

Coffee Since the Coffee Board keeps detailed statistical 
information and maintains adequate control on coffee es- 
tates, the actual issue of curing licences to the coffee estates 
may be entrusted to the officers of the Coffee Board who 
may be declared as Central Excise Officers for this purpose. 
Similarly the issue of transport certificates can be entrusted 
to officers of the Coffee Board without in any way detracting 
from the responsibilities which attaches to the curcrs of 
coffee under the excise law, for their correct accounts. 

Having regard to the fact that the quantities of coffee 


permitted to be retained for domestic consumption are a very 
small part of the total quantity produced (about 1.1%) and 
revenue involved from the point of view of the Excise 
Department is negligible, the Department may consider the 
feasibility of adopting the same personal consumption al- 
lowance as is prescribed by the Coffee Board. 

The control maintained by the Central Excise officers on 
the Coffee Board’s pool warehouses can be considerably 
reduced. The stakes of the Coffee Board are heavier than 
routine visits to the warehouses. The Inspectors concerned 
and the superintendents should go through the warehouse 
records and condone the losses which are within their com- 
petence and which in their opinion deserve to be condoned. 
The warehouses should be asked to submit statements only 
in respect of the remaining losses which have to be referred 
to higher officers for orders. Central Excise officers should, 
however, retain full powers to visit the pool warehouses and 
cany out such checks as they consider necessary. Similarly, 
preventive control, including checking of consignments in 
transit should continue as at present. The definition of small 
scale industry adopted in 1%6, for purposes of industrial 
policy, which covers all industrial units with a capital invest- 
ment of not more than Rs.7.5 lakhs is inappropriate for 
central excising purposes. The criteria of installed capacity 
and number of workers employed also present variables 
which can lead to several distortions. For excisable com- 
modities which have a relatively large number of small 
producers and in which the composition of the industry or 
the duty structure or other relevant considerations do not 
militate against such classification, the duty paying units 
should be classified on the basis of their value of production. 
An appropriate cut off point can be fixed cither for all com- 
modities or individually for each commodity or group of 
commodities. AH producing units below the cut-off point 
should be considered small and brought under the system of 
simplified procedure. On the basis of the statistical data 
available, it would be appropriate to adopt a single cut-off 
stage of Rs. 5 lakhs In terms of value of production in respect 
of all the commodities identified for the purpose Instead of a 
separate cut-off level for each commodity or a group of com- 
modities. 

The revenue of simplified procedure postulates, among 
other things, that the duty liability of a producer covered by 
the scheme will be related to the average value or quantum 
of duty paid clearances during the three proceeding financial 
years, or the last year, whichever is higher. It will be worked 
out in terms of the existing tariff structure (including duty 
exemptions where admissible and to the extent admissible) 
and also on the basis of the lower effective rate of duty 
notified by Government in replacement of the existing 
schemes of duty exemptions applicable to the small sector. 
The lower of the two quanta so worked out would be treated 
os his prospective annual liability for the succeeding three 
years. It Is contemplated that all schemes of duty exemptions 
will cease to operate after the promulgation of the simplified 
procedure and the duty liability fixed will not be altered un- 
less there is a change in the effective duty incidence ap- 
plicable to the commodity concerned. 

The case of each unit working under the' scheme of 
simplified control would be reviewed before commencement 
of the next three-year block. If, cm the basis of its perfor- 
mance for the three years bloc for which a unit has been 
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working under the simplified procedure, the unit is still 
eligible for continuance under the scheme of simplified con- 
trol, its duty liability for the next three-year bloc will be fixed 
by applying to clearances the effective rate of duty applicable. 

Some of the new units are likely to be placed at a disad- 
vantage vis-a-vis the existing units. This is because the 
prospective duty liability of the existing units would be deter- 
mined after taking into account the prevailing schemes of 
duty exemptions. Even the lower effective rate of duty ap- 
plicable to such units might not serve fully to neutralise the 
effect of the withdrawal of exemptions. The intention, 
however,, is that the new units should not be placed at a dis- 
advantage. The purpose in view would be served if new units, 
producing commodities subject to various types of exemp- 
tion, are .allowed an ad hoc duty exemption upto clearances 
of Rs.one lakh (value) for the purpose of their duty liability 
in the first and subsequent years, provided such units 
remained eligible for the simplified procedure. 

Excisable goods which arc totally exempted from duty 
should also be covered by the scheme of simplified proce- 
dure irrespective of the value of goods produced or cleared, 
even though the duty liability would continue to be nil. 
Bringing them within the purview of simplified procedure 
would serve useful statistical and administrative purposes. 

The simplified scheme is expected to provide an incen- 
tive for growth, reduce the area of friction between the 
Department and the assessees, and bring about a diminution 
of the administrative burden. It will be necessary to 
eliminate all procedural formalities for this class of producers 
other than those connected with or having a bearing on 
determination of their continued eligibility. This pattern of 
control will also release resources in the form of personnel 
for being utilised to better advantage and far more effective 
control on the remaining sectors, and units which have a 
much higher revenue potential. 

The working of the simplified procedure as a whole 
should be reviewed well before the close- of the second three 
year bloc. Steps for such a review should be initiated not 
later than 5 years from the introduction of the Simplified 
Procedure. 

Clearance Based Control 

As Simplified Procedure cannot be introduced on a com- 
pulsory basis, the form of control considered appropriate for 
such units as do not opt for Simplified Procedure, is CBC. It 
is after taking into account the likelihood of considerable 
administrative difficulties in placing under CBC a large num- 
ber of small units with a low revenue potential, that an alter- 
native in the form of Simplified Procedure has been recom- 
mended for them in the hope that all eligible units would 
readily opt for it 

The prevalence of evasion in the CBC sector constitutes 
sufficient jurisdiction for a forum of control, which as com- 
pared with ABC and PBC, is farthest from the existing pat- 
tern of SRP. Broadly the CBC pattern would correspond to 
the old physical control, including physical supervision of 
each individual clearance and counter signature of the gate 
pass. As CBC units would co-exist with units operating un- 
der the Simplified Procedure, and in many cases may be in 
the same area, there would be a risk of clandestine removed 
of goods produced by the CBC units without compliance with 
the procedural formalities required of them in the garb of 


goods produced by units availing of the Simplified Procedure. 
It would accordingly be necessary to provide for surveillance 
on such units. 

Classification and Valuation 

There is widespread complaint about delays in approval 
of classification lists. These cause considerable incon- 
venience and uncertainty. Provisional assessment' prolongs 
the uncertainty in respect of tax liability and, depending on 
how this is finally fixed, involves meanwhile the possibility of 
the consumer being overcharged or the producer having to 
pay out of his own pocket. There is need for considerable 
improvement in the present position with regard to both ap- 
proval of classification lists and settlement of classification 
disputes. The classification list should be required to be ap- 
proved by the proper officer within the stipulated period. 
There is no justification for keeping provisional approval of a 
classification list open for an indefinite length of time. In 
certain cases, approval of classification lists may be subject to 
delays in circumstances which are beyond the control of the 
officer concerned. The Government can provide for such 
contingencies by prescribing two or more stipulated periods 
for two or more sets of circumstances. The stipulated period 
should ordinarily be a matter of days and in no case more 
than three months. 

If the classification list is not approved within the period 
stipulated, the assessee should be free to assume that the 
classification indicated by him is ipso facto approved and all 
clearances taken by him on the basis of that classification will 
cease to be treated as provisional. If the classification list is 
approved within the stipulated period, all provisional 
clearances already taken will be finalised on the basis of the 
approved list. 

If an assessee chooses to dispute the classification ap- 
proved by the proper officer, he may be given the option to 
pay duty either under protest on the basis of the classifica- 
tion approved by the proper officer or provisionally on the 
basis of classification indicated by him in the classification 
list. If he fails to prefer an appeal within the stipulated 
period, the facility of provisional assessment will cease to 
operate and all clearances already taken on the basis of 
provisional assessment will be finalised on the basis of the 
classification, approved by the proper officer. Likewise, the 
facility of provisional assessment will cease to operate as 
soon as he has filed an appeal. 

The practice in regard to the present provisions of law 
relating to recovery of duties or charges short levied is for of- 
ficers to raise retrospective demands for duty even in cases 
where the proper officer has approved the classification list 
and no mis-statement on the part of the owner of the goods 
is revealed. It is, however, necessary to make a distinction 
between a case where the short levy is primarily due to some 
deliberate commission or omission on the part of the as- 
sessee and one in which the assessee is not primarily or 
directly responsible. In the former case the amount should 
be recoverable without time limit of the commission or omis- 
sion which amounts to a criminal offence and where no such 
offence is involved, subject to a time limit prescribed by 
Government. In the latter case, it would be untenable to call 
upon the assessee to bear a further duty burden, as a result 
of detection of error, availability of more facts, clarification 
from above or a formal decision by a higher authority, in 
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respect of goods he has already cleared, on the basis of duty 
chargeable, according to the classification list duly approved 
by the Department, after examination. The tax administra- 
tion has a tight to change the classification in accordance 
with normal procedure, but where this results in enhancing 
an approved level of duty, it should affect only the future 
clearances of the assessec. The enhancement should not 

The main recommendations made in respect of classifica- 
tion would apply to valuation also. In particular, unless a 
short levy results from undervaluation of goods directly and 
primarily attributable to the assessec, it should not be open 
to the Department to raise against him a rcslrospeciivc 
liability for such short levy. 

Tariff and Exemption 

There has been a continual modification of the tariff 
structure with a view to achieving certain objectives. Partly in 
connection with some of these objectives and partly for other 
reasons, it has been considered necessary to introduce recur- 
ring degrees of progression in the tariff. It seems dear that, 
in this process, the maxims of certainty, convenience and 
economy which are essential for sound tax administration 
have been greatly impaired. 

Over the years, the tariff has been extended to a large 
number of commodities with low revenue yield. Since these 
commodities are produced largely by the small sector, the 
new levies have posed numerous administrative difficulties. 
In many cases the problems raised probably outweigh the 
revenue. 

The extension of excise duties to commodities with a 
yield of less than RsiO lakhs a year is not n worthwhile 
proposition. All existing levies with a yield of less than RsJSO 
lakhs should be reviewed. 

Tariff definitions and descriptions have tended to be- 
come inercasinEty complex and difficult to interpret. This is 
also true of notifications in which the exemptions are spelt 
out. For a tax like central excise, which covers so wide a 
range and so many classes of producers, the emphasis should 
be not on sophisticated terminology, but on descriptions and 
terms which reflect the commercial or trade identity of the 
goods produced. Having regard to the excise tax structure as 
a whole ax well as the need for the revenue elasticity' of the 
tax system, advatorem levies should be recognised to be a 
feature that has come to stay. It would be unreafislic to con- 
template a_ reversal of the process. 

Exemptions should be reviewed administratively with a 
view to simplification and rationalisation. No exemptions 
should be retained unless (F) the exemption demonstrably 
promotes a well defined purpose; (it) the amount of revenue 
foregone can be justified in relation to the purpose; (iii) the 
exemption is not likely to result in significant distortions in 
the structure of production; and (tv) it can be easily imple- 
mented in an administrative sense. 

Exemptions related to value of either production or 
clearances should be based not on the producer’s perfor- 
mance in the financial year which is current but on that of the 
financial year which has preceded. 

Several exemptions relating to end use are of doubtful 
utility and in any case necessitate long and protracted post- 
facto verification. All such exemptions should be reviewed 
and drastically curtailed unless there are very strong reasons 


to the contrary. 

Between small units which produce certain commodities 
like soap, footwear, and watches, and some of the biggest 
units in the organised sector of the same industries, arrange- 
ments are sometimes made for the production of the small 
unit to be marketed by the big unit under its own name. The 
duty paid, is the concessional rate which, by virtue of the 
relevant exemption, is applicable to the small unit. From the 
point of view of excise duty and exemption the position 
seems to require review. The relevant notifications should be 
amended so as to ensure that the exemptions do not apply to 
production marketed under arrangements such as those 
described. 

Licences and Bonds 

The purpose underlying grant of licences is to regulate 
an activity rather than the scale of that activity. Accordingly 
the existing rates of licence fee which are based on such fac- 
tors as nature of goods produced, amount of duty liability, 
scale of production over a period of time, character of opera- 
tions undertaken etc., should be converted into a single 
uniform rate. The rate of lincencc fee fixed should not be so 
low as to encourage indiscriminate requests for licensing or 
default in renewal. 

The Central Government is empowered to grant exemp- 
tion from the obligation to take out a licence in respect of 
p»ds which arc themselves exempted from duty, either un- 
conditionally or on certain conditions. Such exemptions have 
been granted, but the result is unsatisfactory, because the 
units in the exempted sector arc often convenient means of 
evading duty. Units exempted from licensing control should 
l>e required to furnish periodically to the Department a 
simple declaration indicating the location of their premises, 
the excisable goods produced by them and such other broad 
particulars as may be appropriate. 

To ovoid delays and inconvenience, licence granted to all 
manufacturers covered by the scheme of Simplified Proce- 
dure should be vatid for the full period of three years ( l ) for 
which liability Is fixed in their cases, and (if) for the remain- 
ing manufacturers also, the facility of issue and renewal of a 
licence for yearly periods, not exceeding 3 yeans at a rime, 
should be available on request without abatement of the total 
licence fee payable. 

The obligation to take but a licence for the operations of 
production or manufacture of excisable goods and for the' 
wholesale purchase or sale or storage of such goods flows 
from section 6 of the Central Excises and Salt Act, which also 
provides for punishment for contravention of that section. In 
view of this, a person operating without a licence cannot be 
dealt with through departmental adjudication which is 
restricted to cases where the Act itself docs not provide for 
specific punishments. The law may be suitably amended so 
as to enable disposal of such cases by departmental adjudica- 
tions. 

The fee for late submission of applications may be 
suitably enhanced by way of further deterrence. The powers 
to issue and renew licences relating to all manufactured 
goods should vest in the officer in charge of the primaiy for- 
mation or range in whose jurisdiction the producing unit 
operates. 

All bonds executed by manufacturers, industrial users, 
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warehouse keepers etc who are licenced by the Department 
may be consolidated into a single general bond (with surety 
or security) in which the obligations stipulated in the existing 
bonds are spelt out generally or specifically . The amount of 
the bond and the security can be fixed by the proper officer 
on the basis of suitable guidelines provided by the Depart- 
ment, 

The verification of .sureties, wherever this is relevant, 
should also follow the same frequency as has been recom- 
mended for issue and renewal of licences. 

Other Procedural Matters 

Where an assessec is producing more than one excisable 
commodity, it should be sufficient if he maintains a single ac- 
count current for all such commodities, with the particulars 
entered separately under each minor head of accountA copy 
of this account should accompany each R.T.12 return sub- 
mitted by the assessee. In situations where the procedure of a 
number of excisable goods is controlled by more than one 
field formation and the maintenance of a number of accounts, 
becomes inevitable, it should be provided that the assessee 
can, in the event of an insufficient balance in one account, 
transfer an appropriate amount from another account which 
has enough balance to permit such transfer. This should be 
coupled with the requirement that suitable entries should be 
promptly made in the two accounts. 

Payment By Cheques 

The work of collection of duty by cheques should no 
longer be confined to the headquarters of collectorates. 

As a first step towards descentralisation the cheques 
should be permitted to be drawn on approved banks located 
at Divisional headquarters. 

The extension of this facility to different divisional head- 
quarters should be synchronised with the provision of 
suitable staff working under the overall supervision of the 
chief accounts officer stationed at the headquarters of the 
Collector. Departmental treasuries should be opened at ap- 
propriate centres such as some of the State headquarters. 

So far as the bouncing of cheques is concerned, the 
remedies available under the ordinary law against such as- 
sessees may be freely invoked, in addition to deterrent action 
in the form of withdrawal on a permanent basis or stipulated 
periods, of the facility to pay duty by cheques. 

Raw Material Account 

There is relatively significant area of industrial produc- 
tion in which a useful correlation can be established between 
raw material and finished goods. It happens, however, that 
no authoritative studies have been carried out so far, either 
for identifying the essential raw materials concerned or for 
fixing proper norms of consumption or input-output ratios. 
These deficiencies are capable of being rectified by induction 
into the organisation of personnel who arc technically 
qualified and by initiating detailed and systematic studies for 
identified industries. 

It is necessary to build up the necessary expertise and to 
use the existing powers regarding determination of normal 
production and assessments, based on best judgement to 


greater effect in all cases in which shortfalls arc not ac- 
counted for to the satisfaction of the proper officer. 

Multi-point Levies — Duty Reliefs 

The multi-point character of excise levies has been 
criticised on the ground of undue cumulative incidence on 
the final product and the resultant effect on prices. Having 
derided which excisable materials or components have to be 
exempted from duty, and to what extent, when they arc used 
in the manufacture of other excisable goods, Government 
should quantify the extent of exemption in concrete terms 
and notify that where such finished excisable goods are 
produced out of duty paid components, the effective rate of 
duty for such goods will be rebated to that extent Where 
duty exemption is related to the raw material and the quan- 
tity of such material in relation to a unit of the finished 
product differs from factory to factory, it will be necessary to 
work out and notify an average quantum of duty on the basis 
of the chemical composition of the final product or with 
reference to other relevant data. Where duty rates are ad 
valorem the extent of exemption can be worked out on the 
basis of the average price prevailing over a point of time for 
the raw material/component used and then expressed as a 
proportion or percentage of the average price of the finished 
product. "Chapter X Procedure’ should be confined to the 
purpose intended, namely, remission of duty leviable on 
goods used for special industrial purposes. 

Exports 

Where detailed pre-shipment inspection is carried out on 
a compulsory basis as in the case of textiles by the Textile 
Committee and is sufficiently comprehensive it should be 
possible for the excise or customs authorities to relax the 
scale or intensity of checks carried out by them. 

Supervision charges should not be levied since examina- 
tion and sealing arc jobs performed in the interest of 
Govcmpient 

The existing requirements of prior attestation of export 
documents may be waived, it being provided instead that 
after removal of goods, such documents can be presented'to 
the concerned excise authority within a stipulated period for 
attestation and transmission to the customs. 

Refunds 

The department should stipulate a period within which a 
claim for refund must be settled. It is suggested that the 
period should be three months. The period should count 
from the date on which full information relevant to the claim 
has been furnished by the claimant 

For claims relating to rebate of duty in respect of goods 
exported, the stipulated period should count from the date of 
shipment of goods and should be appreciably less than the 
period stipulated in other case. If a claim for refund is not 
settled within the stipulated period, and delay in settlement 
cannot be attributed to circumstances beyond the control of 
the proper officer, the Department should pay interest to the 
claimant. The interest should be for the entire period be- 
tween the expiry of the stipulated period and the date of 
sanction, and at such rate as the Government may decide, on 
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the same lines as is done under the Income Tax Act, 1961. 

The staff under the Chief Accounts Officer should be 
adequately stregthened so that he is able to carry out the 
statutory post-audit of refund claims expeditiously. 

Duty Paid God owns 

The practice of allowing clearances to duty paid 
godowns located in the factory premises or adjoining 
premises or in dose proximity to factory premises should be 
-- discouraged to the maximum extent possible. It should be 
clearly stipulated that, for such premises to be approved, they 
should be located at a reasonable distance from the place of 
production. 

Where, for any compelling reasons, duty paid godowns 
have to be approved within two kilometres of the produdng 
units or such other reasonable distance as maybe prescribed, 
the law should provide that the onus of proving that excisable 
goods found in such godowns are in fact duty paid shall lie on 
theassessee. 

It would be mote appropriate if bonds for movement of 
non-duty paid goods are executed only by the consignors. 

Conclusion 

In the process of replacing uniformity by selectivity, the 
new system seeks to lessen the burden of procedure in sec- 
tors where that is most possible, and, correspondingly, 
release manpower for ie-deployment in areas where it is 
most needed. The lightening of the burden on the Depart- 
ment and, even more importantly, on the industry is at- 
tempted in two entirely different contexts in two entirely dif- 
ferent ways. ABC, which covers as few as 600 units but as 
much as 60% of the total revenue, is governed by the 
liberalised procedure and entails the barest minimum of for- 
malities. CBC — of which the alternative of compounded 
levy is what is relevant — covers as many as 14,000 units all 
in the small sector but contributes as little as 0.6% of the to- 
tal estimated revenue. Compounded levy will be ad- 
ministrated by the Simplified Procedure which not only 
reduces documentation and supervision to a minimum, but 
also provides three-yeariy intervals during which the assess- 
ment is more or less undisturbed and the administration rela- 
tively uninvolved. There are a number of areas, technical, 
supervisory and preventive, besides the whole range of in- 
dustries coming under PBC to which the trained staff 
released from the ABC and CBC groups could be usefully 
assigned, PBC which covers about 7,500 units contributing 
38% or the estimated revenue will be under a modified pro- 
cedure. Selective controls hold out possibilities of re- 
organisation through rational re-deployment of manpower. 

The system recommended is in a sense indivisible. This 
applies not only to the three patterns which are its main com- 
ponents and which in many ways arc inter-dependent, not 
least in aspects of organisation and administration. The 
mutual dependence, and therefore the composite character 
of the principal recommendations, will be apparent in the 
treatment of the subject of exemption as also of the scheme 
of compounded levy. This inter-relationship may also be 
discerned in the concept of a lower set of duties for small 
units producing certain commodities, such duties occupying 
an immediate position between the higher or normal duties 
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at one end and, in specified cases, total exemption from duty 
at the other. 

The particular scheme of compounded levy put forward 
as an alternative to CBC is regarded only as a first step 
towards the development of a simple and rational system of 
excise levy for the small sector. This again is regarded as a 
transitional step towards further simplification of the 
relevant tariff items and, hopefully, of the tariff structure as a 
whole. 

The various steps proposed as part of the system of 
selective control are not only desirable in themselves but, in 
the longer perspective, are such as can lead towards much 
greater rationalisation and simplification of the structure of 
excise duty. 

VOLUME H (ORGANISATION) 

GENERAL 

Introductory 

The first volume dealt with various aspects relevant to 
procedure and recommended a system of selective control. 
Procedure is, however, inter-related to organisation and de- 
pendent on it for achieving the intended objectives. Or- 
ganisation for its part implies structure, inter-connection be- 
tween various parts of the structure, and the manner of 
operation of the parts as well as of the structure as a whole. 
In very general terms the present volume deals with these 
matters. More specifically it is relatable to the third and to 
some extent the fourth of the Committee’s terms of 
reference. 

Administrative set-up 

The organisation responsible for collecting excise 
revenues has not only ejqiandcd over the years but has had to 
be attuned to the new procedures. Until 1938 excise duties 
were administrated largely by the Provincial Governments 
and the pattern of control differed from province to 
province. The central excise department came into existence 
as an appendage of the Salt Department in 1938. 

The colieciorate with its divisions, circles and ranges, 
remains the basic administrative unit at the field level of the 
Central Excise Department. With the passage of time the 
functions of the department have greatly widened in scope 
and complexity. With the operation of tax being extended to 
a progressively increasing number of products the field ad- 
ministration and the pattern of control underwent changes. 

The Central Board of Revenue assumed in 1938 direct 
responsibility for levy and collection of Central Excise duties. 
In 1963 the Board was replaced by two separate Boards, one 
for Direct Taxes and the other for Excise and Customs. In 
the administration of central exrise duties the Central Board 
of Excise and Customs is assisted by several subsidiary or- 
ganisations, Moving the Central Board of Revenue Bill in 
1924 for the consideration of the Council of States, the 
Finance Secretary observed: 

’Clearly, if this direct administration by the Central 
Government is to be possible we want an appropriate 
machinciy and the machinery cannot be the impersonal 
machinery of the Government of India Secretariat. Wc want 
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the Heads of this Department to be in close personal contact 
with their work and with their officers. We want them to be 
touring officers of the country. We want them to interview 
frequently the important chambers of commerce and other 
representatives of the tax payers. The efficient administra- 
tion of a revenue department is clearly not solely a question 
of collecting a large amount of revenue, it implies that the 
revenue should be collected with minimum of inconvenience 
to the public and also that the public should have oppor- 
tunities of representing and discussing their grievances". 

The strength "Sf the Board has varied from time to time. 
It was invested with secretariat status in 1949. 

In its forty-ninth report (1958-59) the Estimates Com- 
mittee of Parliament expressed the view that in combining in 
the same body the secretarial functions of the Department of 
Revenue and the administrative functions of the Central 
Board of Revenue as the Chief Revenue Executive, the pur- 
pose of the Central Board of Revenue Act had been largely 
defeated. So far as the functioning of the Central Board of 
Excise and Customs is concerned the principal point made 
by the industry is that often there are inordinate delays even 
in important matters, in obtaining Board’s orders or rulings 
on references made to it by the Collectors. 

The dual character of the Board has also been com- 
mented upon by some witnesses. 

It has been represented by several individuals and staff 
associations that there should be a separate Board for the 
central excise department. 

The Directorate of Inspection (Customs and Central Ex- 
cise) is an attached office of the Board. It performs several 
functions related to both the excise and customs. One of its 
principal functions is Inspection of which the main Object is 
to make a study of the working of the departmental 
machinery throughout the country with a view to formulate 
proposals for improvement of efficiency. The Directorate 
operates through five regional units in addition to the head- 
quarters organisations located in Delhi. 

The Central Excise Reorganisation Committee had ex- 
pressed the opinion that the Directorate should concern it- 
self largely with investigation of major revenue problems and 
procedures, and that it should not repeat the routine inspec- 
tion of subordinate formations which should be sole respon- 
sibility of the field officers. 

The present Directorate of Training came into existence 
in 1969. The Central Training Institute at Delhi, and the 
three regional institutes at Calcutta, Madras and Bombay 
were established on 1.9.1969, 18.12.1970, 15.12.1971 and 
8.6.1971 respectively. 

The total number of officers trained at the Central 
Training Institute and the Regional Training Institutes since 
their inception upto September 1973 was 821. 

The difficulties experienced by the Directorate in im- 
plementing the present training schemes in expanding the 
scope of their operations are said to be (i) lack of adequate 
accommodation for the institutes as well as the hostels; (li) 
inability of collectors to spare officers for training on account 
of lack of training reserves; (iii)inadequacy of training skill 
and knowledge on the part of officers employed in the Direc- 
torate of Training and (iv) paucity of staff. 

It is recognised that the present training facilities are 
grossly inadequate. Officers are reportedly reluctant to go 
for training because training amounts in most cases to main- 


taining a double establishment which they can ill afford to do 

The Directorate of Revenue Intelligence was established 
in 1957. Sometime ago its admininstration was transferred to 
the Department of Personnel. 

The Director of Revenue Intelligence stated that while 
the charter of functions of the Directorate included anti- 
smuggling work related to Central Excise, in actual practice 
the Directorate has not been able to devote much attention 
to this aspect. It appears that in respect of Central Excise, 
there is little or no co-ordination of intelligence and inves- 
tigation at the all India level. 

An embryonic tax research unit for Customs and Excise 
came into existence in 1960. It expanded subsequently into a 
Directorate of Tax Research. It performs several functions. 

The statistics and intelligence branch functions as a sub- 
ordinate office of the Central Board of Excise and Customs. 

Apart from processing and interpreting monthly, quar- 
terly and annual returns it also undertakes ad hoc studies as- 
signed to it by the Board. It has been represented that com- 
pilation of statistics by the Branch and issue of various publi- 
cations is subject to long delays. 

The Central Revenues Control Laboratory and regional 
laboratories are essentially chemical laboratories staffed by 
chemists and chemical examiners. Apart from testing and 
testing of samples the laboratories exercise indirect technical 
control on certain classes of manufacturers. 

It has been represented that laboratories cannot under- 
take many of the physical tests. They are ill-equipped even 
for carrying out some of the chemical tests in the sense that 
they lack the latest scientific equipment and literature. They 
are reportedly under-staffed. In consequence serious delays 
occur in analysis. 

It has been stated that, in several cases, the results of 
analysis reported by institution other than control 
laboratories or results as arrived at on retest by the Chief 
Chemist himself are materially different from the results 
based on first test. 

Regional Advisory Committee came into existence in 
1957. A customs and central excise Advisory Council was es- 
tablished in 1959. It is recognised that they both serve a use- 
ful purpose. About the Regional Advisory Committees, 
several interests have urged that their constitution and 
functioning should be reorganised. 

In size of jurisdiction, amount of revenue, variety of duty 
paying units, and number of subordinate field formations, the 
present collectorate charges show very wide divergences. 

The machinery of administration is based on a ’Range’ 
which is the lowest field formation. Over the years the con- 
stitution and functioning of the Range underwent several 
changes. Although its strength and status increased it suf- 
fered a diminution of effective responsibility— that is to say, 
pin-pointed responsibility for control over specific units — as 
well as a denudation of its original functions. 

The present field organisation of the Department is 
based on a pattern which comprises, in concentric order, the 
collectorate and (within it) the Division and the Range with 
certain ancillary formations like Inspection Groups, Preven- 
tive parties and the Internal Audit Organisation operating 
from different levels. 

The collector is the Chief administrative authority of the 
collectorate. He exercises the powers of a Head of Depart- 
ment and performs several other functions. 
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The Deputy Collector exercises statutoiy powers in the 
matter of adjudication and composition of offences in addi- 
tion to performing several other functions in the administra- 
tive and technical spheres. 

The Assistant Collector is responsible for the administra- 
tion and enforcement of Central Excise Gold Control and 
Customs Laws in his jurisdiction. Under SRP he is the 
proper officer for approval of classification and price lists. 

The Chief Accounts Officer acts as a financial adviser to 
the collector and- performs all functions relating to prepara- 
tion of classified revenue accounts and their reconciliation 
with figures booked by the treasuries and the Accountant 
General. 

The internal audit organisation operates from the collec- 
torate level and is headed by an AsstL Collector (Audit) who 
has a number of audit parties working under him. Each such 
party consists of auditors drawn both from the executive 
cadre of Inspections and the Ministerial cadre of Upper Divi- 
sion Clerks. 

The preventive organisation of the Department operates 
from both the Divisional and the Collectorate levels. In col- 
lectorates where there are a number of divisions located at 
the collectorate headquarters itself, the Divisional Preventive 
Organisation does not function as a separate unit. 

It has been urged that the administrative machinery of 
the department has not responded adequately to the chang- 
ing needs of the situation. It ts claimed, for example, that 
while the manufacturing techniques followed by the industry 
have become increasingly sophisticated, the organisation con- 
tinues to operate on the same outmoded pattern as before. 
The industry also complains that in certain areas of vital im- 
portance to them, the authority for taking decisions has 
tended to move upwards. The consensus of opinion is that 
the present delimitation of collectorate charges is hardly 
conducive to efficiency. 

Ministerial associations have made the point that the in- 
ternal audit organisation should be manned exclusively by 
ministerial officers. 

The bulk of evidence tendered suggested that Divisional 
charges are also very heavy and Assistant Collectors have 
been saddled with too many responsibilities. 

The constitution, staffing pattern, functions and respon- 
sibilities of assessment ranges have also been criticised. On 
the working of Inspection Groups, the principal points made 
arc (t) their duties arc not clearly defined; (ii) some of the 
functions included are more appropriately discharged by 
other formations; and (hi) there are Inspection Groups on 
the one hand and Assessment Ranges and Internal Audit 
parties on the other. 

Departmental witnesses have laid considerable emphasis 
on (i) proper selection of preventive staff with adequate in- 
centives provided for them in consideration of the hazardous 
nature of duties performed, (ii) collection of intelligence, 
which aspect according to some witnesses has not received 
adequate attention in the Central Excise Department, (lii) 
liberalisation of present rules and instructions relating to 
rewards and expenditure from secret service funds, and (iv) 
provision of adequate transport and other facilities for detect 
tion and follow up of cases of unlawful removal. 

In regard to agency functions, it has been generally ob- 
served that these functions have been performed satisfac- 
torily by Excise officers. 


Personnel 

Originally Customs and Central Excise constituted two 
distinct services. In 1959 they were merged at the class I level 
into a single Indian Customs and Central Excise service. 
Several witnesses have contended that there are several 
points of dissimilarity between the two services and that the 
integration itself lacked a valid base of justification. The 
feeling has been expressed that, even though the excise duties 
contribute by far the largest revenue to the central exche- 
quer, the department as such is but poorly represented in the 
higher echelons, including the Board. Outside class I, the 
service cadres in the Central Excise Department are either 
ministerial or executive. 

T'be'principal grievance of the ministerial staff is that for 
purposes of promotion they have far too many stages to go 
through. 

The sanctioned strength of posts in the UDC grade is 
higher than the number of posts sanctioned in the grade of 
LDCs. Since recruitment to the former is based entirely on 
promotion from the grade of LDCs this has crealed a serious 
administrative difficulty. In the Gazetted ministerial cadre, 
the principal grievance relates to the status of the Chief Ac- 
counts Officer. 

It has been suggested that a Directorate of Audit should 
be created. 

It has been urged that the educational qualification 
prescribed for direct recruitment to the grade of Inspector 
and the mode of recruitment are both inadequate. 

One obstacle in the way of initiating a process of direct 
recruitment of class II level appears to be the stagnation 
which has been prevailing for several years in the grade of In- 
spectors. The extent of stagnation varies from collectorate to 
collectorate. The Third Pay Commission has compared the 
promotion prospects or Inspectors in the Central Excise 
Department , Inspectors in Income Tax and Examiners and 
Preventive officers in the Customs Department 

There is complete uniformity on the need for better 
training in order to achieve greater efficiency. 

With the exception of class I posts and of Chief Accounts 
Officer, all appointments and promotions in a Collectorate 
arc based on the Collectorate itself. Similarly transfers of 
staff in these grades are confined to areas within the collec- 
torate except when class II officers arc promoted to class I. 

It has been complained that departmental promotion 
committees do not meet at adequate intervals. 

The services feel greatly concerned about the frequency 
of transfers in the Department and about residential accom- 
modation. 

Adjudication 

So far as powers of adjudication vested in central excise 
officers other than collectors are concerned, a number of 
points have been made. It has been stated that a distinction 
based on value of goods liable to confiscation is hardly ap- 
propriate in the context of SRP under which illegal removals 
are detected largely on the basis of scrutiny of accounts 
without involving physical seizure of goods as such. The 
other point made is that the powers presently conferred on 
Superintendbnts, Assistant Collectors and Deputy Collectors 
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in the matter of confiscation of goods and imposition of 
penalties are too low and need to be suitably enhanced; also 
that there is no justification for excluding jurisdictional su- 
perintendents from the exercise of those powers. 

Several interests have welcomed the institution of Appel- 
late Collectors. One suggestion made is that there should be 
a separate judicial cadre of Appellate Collectors. 

It has also been represented that appeals relating to clas- 
sification and valuation should revert to the Collector, who 
should be put back in the picture in relation to what perhaps 
is the most important aspect of Excise in any Coilectoratc. 

On the subject of revision applications, apart from delays 
the principal point made is that the present arrangements do 
not inspire the requisite degree of confidence in the industry. 
It has been strongly urged that the present arrangements 
should be replaced by an administrative tribunal. 

It has been stated that inasmuch as the existing provi- 
sions relating to review confer the necessary powers only on 
the Central Government and review is confined to decisions 
which are not more than one year old, they are restrictive in 
scope. 

Implications of New Patterns 

The changes necessitated in the administrative structure 
arc governed by certain important considerations. To il- 
lustrate: the extensiveness of the tax base calls for 
decentralisation, the growing complexity of the tax system 
calls for increased specialisation; the prevalence of tax eva- 
sion at different points calls for effective control at those 
points; and the new approach of selectivity calls for organisa- 
tional diversification. The administrative alterations will have 
to be so designed as to fit in not only with present needs but 
future trends so far as they can be projected. 

The expenditure incurred on administration should not 
be out of relation to the yield expected from the units 
covered by a particular pattern of controls. 

The tax personnel can best perform their duty if respon- 
sibilities are clearly defined and both service and working 
conditions are such as to promote job satisfaction as well as 
individual contentment welfare. 

Routine functions should be performed from as near the 
assessce as possible. 

Assessment functions must rest with a jurisdictional field 
formation whose level will depend upon the particular type of 
control. 

The proposals made envisage a departure from the 
present administrative pattern under which there is a 
uniform type of control, emanating from the same level, for 
all duty paying clients regardless of their distinctive charac- 
teristics. 

It is necessary to ensure independence of audit. Control 
of audit should rest in a body higher than the field organisa- 
tion. It should be answerable to a level higher than the col- 
lectors. The need for close relationship between audit and 
accounts should not be lost sight of. 

Induction of specially qualified accountants in audit is 
necessary and audit parties would need to specialise in 
groups of commodities. 

It is desirable to constitute a separate Audit and Ac- 
counts Division within the department. 

There is need for reviewing preventive activity as it exists 
today. Preventive wing must have its own system of intel- 


ligence and information. 

At thr all India level the creation of an appropriate 
machinery for intelligence and investigation is envisaged. 

Careful selection and adhoc training are necessary in or- 
der to fit the existing staff to some of the new tasks of the 
system of selective control. 

Personnel management, career development and welfare 
measures would have to be given much more attention. 

No legal difficulties are perceived in giving effect to the 
new patterns recommended for different excises and classes 
of manufacturers. 

As a general principal, the pattern applicable to a 
manufacturer who produces on the same premises goods 
covered by two or more patterns should be the patterns 
which govern the principal excisable commodity produced by 
him . 

For clients under ABC, the type and level of control has 
to be of a higher order with special emphasis on technical 
and audit expertise. 

It would be appropriate if the level of responsibility for 
the administration of ABC units is equated with that of the 
collector. For administering ABC units a knowledge of com- 
mercial accounts and modem accounting techniques would 
be necessary. The need for expertise in the relevant tech- 
nological fields is also obvious. Necessary specialisation 
should be provided by drafting experts from outside and im- 
parting to the departmental officers the requisite technologi- 
cal orientation. 

Officers concerned with administration of PBC units 
should possess adequate knowledge of manufacturing 
processes. They should also be familiar with accounting pro- 
cedures. Individual’s pinpointed responsibility will have to be 
insisted upon in respect of PBC if efficiency is to be secured 
in the operation of the pattern as a whole. 

Accounting of production for the purpose of determining 
duty liability should start from a stage prior to completion of 
manufacture. 

A broad indication of the proportion which finished ex- 
cisable goods bear to the principal raw material used, impor- 
tant stages in the process of manufacture and the nature and 
extent of control intended to be exercised at different stages 
should be outlined by the department. 

Both an adequate mechanism and proper procedures 
would need to be devised to work out the value of production 
of units opting for simplified procedure and to determine 
their eligibility for the scheme. Separate rules for units which 
have not been in production for a full period of three years 
should be framed. 

A single lower effective rate of duty applicable to the en- 
titled sector of each relevant commodity should be fixed and 
notified by Government. Once the duty liability of units un- 
der Simplified Procedure is fixed, a mechanism would need 
to be established (i) for realising duty in monthly instal- 
ments, (ii) for fixing duty liability in case of change, and (iii) 
for undertaking a review for the next three year bloc 

The administration has to take note of the possibility 
that some units may deliberately avoid simplified procedure 
in the hope of evading (under CBC) even the small amount 
of duty due. There is also the possibility that units under 
PBC may try to pass ofT their production as pertaining to 
CBC unit which attracts a low rate of duty. 

Ranges would have to be compact and superintendents 
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would have to be entrusted with suitable powers in matters of 
classification and valuation appropriate to the type of control 
for which they would have responsibility. 

It would be desirable to devise administrative measure 
so that some of the relevant powers and responsibilities of 
the Board are in effect decentralised and brought into a 
closer and more appropriate relationship with the assessce 
and his problems. 

If the Board is to do justice to its responsibilities, some 
of its executive functions have to be less concentrated at one 
place — the capital of the country — than at present. 

Certain posts of Zonal Commissioners should be created 
with the status equivalent to that of Members of the Board. 
They should function as extended arms of the Board in the 
performance of its duties as the Chief Revenue Authority in 
areas which may be called Zones — each Zone consisting of a 
certain number of collectorate headed by the Zonal Commis- 
sioner. 

Recommendations 

Headquarters Level: Issues concerning Centra! Board 
and Directorates. 

There is a certain amount of force in some of the argu- 
ments put forward in support of the proposition that customs 
and Excise should be separated and the present organisation 
bifurcated all along the line with two well defined and distinct 
administrations, but the situation does not call for the kind of 
drastic solution which has been proposed. The organisational 
reforms proposed are expected to go a long way in streamlin- 
ing the administrative machinery and in mitigating some of 
the current grievances. It is not necessary to reconstitute the 
Board as an Independent executive authority dissociated 
from formulation of tax policy. There should be delegation of 
adequate financial and administrative powers to the Board. 

There should be some Induction of technical- officers 
drawn from the department at the lower ranks or the Board’s 
Secretariat 

Haring regard to the importance which personnel 
management has come to assume in modern administration 
the Board should have a whole-time Member (Personnel) 
dealing with policies relating to recruitment, training, evalua- 
tion of norms and performance standards, promotions and 
general welfare of the stafT and other allied matters haring a 
bearing generally on personnel management. Functions of 
Chief "Vigilance Officer should also vest in Member 
(Personnel). In the arrangement of Board's functions, it 
would be appropriate that Member (Centra! Excise) should 
deal with policy matters or tariff concerning his subjects and 
Member (Customs); similarly with matters concerning bis 
coordination of tariff matters Within the Board should be the 
function of the Chairman. The Directorate of Inspection 
(Customs and Central Excise) should be reconstituted into a 
Directorate of Investigation and Intelligence. The Regional 
offices of the Directorate of Inspection should be merged in 
the new Zonal offices. 

The Regional Training Institutes should be placed under 
the administrative control of the Zonal Commissioner, 
though technical supervision over their working would con- 
tinue to be provided by the Directorate of Training. 

Zonal Level New Office of Commissioner 
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The objectives underlying the creation of the Central 
Board of Revenue as enunciated in the statement of the 
Finance Secretary at the time of the introduction of the 
Central Board of Revenue Bill, 1924, postulated among other 
things a close personal contact between the members of the 
Board and the representatives of the tax payer through con- 
stant touring and frequent consultations. These objects are 
more relevant today than they were in 1924. 

The functions and responsibilities of the Board have in- 
creased substantially. Members find themselves to stay on 
at headquarters for performance of their numerous duties. 
They are consequently unable to devote adequate time to 
visit important areas. There is avoidable concentration of 
authority at the level of the Board. Apart from delays these 
factors lead to a lack of adequate appreciation of regional 
and local problems and absence of effective supervision over 
the working of the collectorates. 

Some of the executive functions "and responsibilities of 
the Board may, with great advantage, be entrusted to officers 
exercising the authority of the Board in well-defined ter- 
ritorial rones. These officers would ex-officio have the status 
of Members of the Board without secretarial functions. For 
this purpose the country may be divided into five zones. 

All functions of the Board relating to (i) Tariff (ti) Pro- 
cedures and (iii) Administration, except for policy formula- 
tion, relating to these matters and their coordination at the 
All India level, should be performed by the Zonal Commis- 
sioners within their respective jurisdictions. 

Zonal Commissioners should be empowered to take 
decisions on all appropriate matters concerning the central 
excises and Salt Act and Rules such as do not necessarily fall 
within the exclusive jurisdiction of the Board. 

Zonal Commissioner witl be a touring officer meeting his 
collectors individually and collectively in conference either at 
their headquarters or his own at frequent intervals. 
Problems relating to classification can be discussed and, 
where appropriate, decided at these meetings. Further there 
should be a quarterly meeting of Commissionenc-in- 
conferencc presided over by the Member of the Board in 
charge of Excise. 

Under ’Administration* all functions presently per- 
formed by Member (Central Excise) except those relating to 
class I Services, should be entrusted to the Zonal Commis- 
sioners. In the matter of transfers and other issues relating 
to establishment, the new arrangements will not have the ef- 
fect of supplanting the existing authority of the collectors 
within their own jurisdiction. 

Appellate functions of the Board should continue to be 
performed by Member (Appeals). There should be no re- 
version to the system which prevailed some time ago under 
which the appellate work ,was distributed among the Mem- 
bers of the Board. 

Individual cases involving a vigilance angle and all dis- 
ciplinary cases which are presently looked into by the Board 
should come within the purview of Zonal Commissioners. 
Collectorate inspections and periodical inspections of lower 
formulations which are one of the routine functions of the 
Board and of the regional offices of the Directorate of In- 
spection should constitute the responsibility of the new or- 
ganisation of Zonal Commissioner. 

Audit of ABC Units should be carried out by parties • 
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operating from the zonal level. 

Regional Training Institutes and all Regional 
Laboratories which presently cater to the needs of the 
Central Excise Department or to the needs of both Customs 
and Central Excise should be under the administrative con- 
trol of the Zonal Commissioner. Having regard to the close 
inter-connection between Excise and Customs at various 
levels, the arguments which justify the devolution to the 
Zonal level of some of the functions of the Board insofar as 
excise is concerned are also valid to a certain extent in 
respect of customs. 

Field level Reorganisation of Collectorates 

Despite the increase in their number the work load of 
some of the collectorates is disproportionally heavy. For ex- 
ample, though small in area, Bombay Collectorate compris- 
ing greater Bombay and Thana continues to have a very 
heavy work load. The position is somewhat similar in regard 
to (1) Calcutta and Orissa and (2) Delhi collectorates. Exist- 
ing jurisdiction of all collectorates may be reviewed for the 
purpose of making these charges administratively viable. 

A redistribution of collectorate boundaries with a view to 
providing better service to certain industrial complexes which 
on account of their location Find it more convenient to deal 
with a neighbouring collectorate rather than the one in whose 
jurisdiction they happen presently to be situated, would 
present a number of administrative and accounting problems. 
The inconvenience presently felt by assessces in terms of the 
requirement that cheques in respect of duty payments can be 
drawn only on an approved bank located at the collectorate 
headquarters is expected to be laigely mitigated if the 
proposal that cheques may be permitted to be drawrt on ap- 
proved banks located at divisional headquarters is imple- 
mented. ABC units should be the direct responsibility of the 
jurisdictional collector who should exercise that responsibility 
through a team of specially selected and trained officers. In 
the case of such areas as Jamshedpur, Visakhapatnam and 
Burdwan (Durgapur-Asansol complex) which not only repre- 
sent a concentration of ABC units but which are at the same 
time located at considerable distances from the headquarters 
of the concerned collector, it would be desirable to post a 
sufficiently senior local officer (of the status not less than 
that of a Deputy Collector) to administer such units on be- 
half of the collector. Assessments and all other functions 
(except peripheral functions) connected with ABC units 
would be the collector’s responsibility. Adjudication of of- 
fences arising in relation to these units would also fall within 
the jurisdiction of the Collector. 

The staff assisting the Collector in the administration of 
ABC units would have to be specially selected so as to 
provide the necessary expertise in methods of accounting 
and techniques of production. Suitable experts may be in- 
ducted by direct recruitment or drafted from other depart- 
ments on deputation. These experts would be assigned to 
collectorates where their special knowledge and expertise 
would be most useful from the point of view of the con- 
centration of commodities produced. They would be avail- 
able for advice on technical matters to other collectors also. 

On whether field formations should operate on a ter- 
ritorial basis or be organised on what is known as the func- 
tional pattern, it is suggested that, consistent with the basic 


considerations put forward, including the need for pinpointed 
responsibility, the actual pattern must be left to be decided 
by those best acquainted with the local conditions and local 
problems, viz. the Collector and Commissioner concerned. 

It would be desirable in due course to evolve suitable 
norms for various items of work required to be performed by 
an Assistant Collector and his office and to determine the 
size of a Division on the basis of the work load so assessed. 

The Assistant Collector has a pivotal position in the or- 
ganisational set-up. He should be an officer of standing and 
experience who is able to take appropriate decisions on his 
own. An officer should not be given the independent charge 
of a Division unless he has had sufficient field experience and 
has some familiarity with work at the Collectorate head- 
quarters. The Assistant Collector should keep himself in 
touch with the working of ABC units through his intelligence 
officers and other sources of information. The activities of 
his preventive organisation would extend to these units. In a 
way, so far as ABC units are concerned, he would be the eyes 
and ears of the Collector, communicating to him all such in- 
formation as may have a bearing on revenue. 

For ABC units, functions relating to classification, valua- 
tion and assessment should vest in the collectors. It should, 
however, be open to the Collector to delegate those functions 
to the jurisdictional Assistant Collector in respect of bonded 
installations of mineral oils and other similar units which do 
not involve problems warranting the personal attention of 
the Collector. 

For PBC units, insofar as functions relating to classifica- 
tion, valuation and assessment arc concerned, the Assistant 
Collector should be the proper officer for commodities which 
have a complicated tariff or involve detailed examination 
with reference either to the composition of the product or 
the valuation law and principles or extensive market en- 
quiries, whereas for the remaining commodities, these func- 
tions should be performed by the Superintendent. The divi- 
sion of commodities on the above basis should be decided 
upon by the Administration and varied from time to time ac- 
cording to needs and exigencies. 

For CBC units the powers of the proper officer for pur- 
poses of classification and valuation should be exercised by 
the Superintendent 

Having regard to the quasi-judicial nature of decisions 
on issues pertaining to classification or valuation, instead of 
providing for an extra-judicial method of internal discussion 
or consultation between the Superintendent and the Assis- 
tant Collector or between the Assistant Collector and the 
Collector, the relevant rules should clearly stipulate that 
where a proper officer feels that a decision on an issue con- 
cerning classification or valuation should be possible for him 
in law, to refer the matter to such higher officer. 

For the additional work of receipt and collection of 
cheques and accounting of credits at the divisional head- 
quarters, the Assistant Collector should be provided with the 
necessaiy staff under his administrative control. 

The initial operation of determining the prospective duty 
liability of producers, expected to be brought within the pur- 
view of simplified procedure, should be organised at the As- 
sistant Collector’s level and with his active participation in 
the various exercises needed to be carried out for a proper 
switch-over to the new procedure. 

It would be necessary to assess the quantum of work in- 
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volvcd in a Range, 

The Range should be a compact, self-contained ad- 
ministrative unit performing all primary functions in relation 
to the producing units coming within its purview. 

In the matter of office accommodation, if no suitable build- 
ing is available in proximity to the bigger units falling within 
the jurisdiction of the Range, there should be no objection to 
one of the factory units providing the necessary accommoda- 
tion for the Range or the Sector office concerned by ar- 
rangement with the Department for payment of due rent. 

In the matter of residential accommodation in 
metropolitan areas such as Bombay, Calcutta, Madras, Ah- 
medabad, Kanpur, etc,, Government should take steps to hire 
buildings and rent them out at the standard or the poo! rent 
to the Central Excise staff. Where Government buildings are 
available, the Director of Estate may be requested to reserve 
a pool for the Central Excise staff so that no difficulty may , 
be experienced by them in regard to residential accommoda- 
tion. Where the factories are situated in remote areas, such 
as in Assam, and no building is available for residential ac- 
commodation apart from those owned by fhe factory owner, 

' there should be no objection to the Excise Staff being housed 
in accommodation hired from the factory. In other places, if 
the Central Excise staff are not able to hire or rent residen- 
tial accommodation readily and at reasonable rents there 
should be no objection to Government hiring the accom- 
modation from the factories themselves if such residential 
accommodation, already constructed by them for their of- 
ficers and workers, is available. 

The jurisdiction of the Range should be demarcated into 
sectors, each sector being placed directly under an Inspector 
who will be responsible for effective administration of all 
units falling within the sector. 

Powers of adjudication should be exercised by the juris- 
dictional Superintendent. 

The Range may be provided clerical assistance in the 
form of a clcrk-cum-typist. The Range should also be given a 
small permanent imprest for petty contingent expenditure. 

Preventive Organisation 

' The system of selective control should help to bring 
about a considerable reduction in evasion, by introducing a 
more rational distribution of trained manpower correspond- 
ing to the revenue significance of different categories of 
units. But this does not make it any the less necessary to 
build in, as part of the total scheme, an adequate and effi- 
cient Preventive and Intelligence Organisation. 

In the wake of SRP there was a quantitative increase in 
the cases detccted.But many of them were either technical 
or trivial. Like SRP itself, Prevention has tended to be 
routine and non-selcctive. Selective control implies, among 
other things, Selective Prevention. The Directorate of Intel- 
ligence and Investigation at the Centre will be responsible for 
formulation of policies regarding both intelligence and inves- 
tigation, and issue of guidelines for implementation of those 
pp'iries at different levels. Collectorate and other field 
preventive formations need restructuring and re-orientation 
to make them more effective. 

Some deficiencies in the preventive set up relate to insuf- 
ficient incentives to attract personnel of the requisite calibre; 
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inadequate attention to selection of the right type of person- 
nel, want of proper training, paucity of funds for intelligence 
work; lack of elementary facilities like-vehicles, telephones, 
fire-arms etc., and meagre provision for rewards. Improve- 
ment should be made in these basic prospects. 

Having regard to the fact that collectorates and within 
them the divisions will have different combinations of 
producing units subject to different patterns of control, the 
strength and quality of preventive personnel needed will have 
to be assessed separately for each formation. The preventive 
organisation should have a three tier structure. 

In addition to its usual complement of Inspectors a nor- 
mal range formation should have an Inspector (Preventive 
and Intelligence). 

The second tier should be at the Divisional level. The 
preventive force at this level should function independently 
of the Preventive Range. 

It should have adequate striking capacity as well as its 
own sources of information. It should function as a com- 
posite unit responsible for all preventive and intelligence 
work in the Division, including Customs, Gold Control and 
Central Excise. 

At the Collectorate level separate parties should be con- 
stituted for preventive activity under customs, gold control 
and centra! excise, each operating under a Superintendent 
Necessary coordination between the functioning of different 
parties constituting the third tier and between the function- 
ing of the preventive parties constituting the two tiers, 
namely, the Range and the Division, should be provided at 
this level by the Assistant Collector or the Deputy Collector 
concerned. 

The need exists for each range and each division being 
equipped with a preventive force of its own as part of a 
coordinated three tier structure for the collectorate as a 
whole, irrespective of whether the range is situated at the 
headquarters of the division or the division is situated at the 
headquarters of the collectorate. Greater emphasis should 
be laid on mobile preventive party operating at odd hours in 
areas close to the processing units. 

Each preventive party should have a vehicle at its dis- 
posal and also the equipment necessary for setting up road 
blocks and exercising adequate surveillance. Preventive 
parties should also be issued fire-arms in limited numbers. 
The parties at Collectorate headquarters should also have 
walkie-talkie sets through which they can communicate with 
the central room or the collectorate head-quarters. There is 
considerable scope for improvement in the present position 
regarding payment of rewards in central excise cases. The 
whole position needs to be examined in depth. 

The absolute limit of Rs 2500/- in respect of rewards 
which can be sanctioned in a Central Excise case by the Col- 
lector and which was fixed in 1963 is far too low in present 
day conditions. In fact, as in the case of customs, there need 
be no ceiling at all. There exists adequate justification for a 
substantial enhancement of the existing powers vested in Col- 
lectors and other officers, both in the matter of final as well 
as interim rewards The procedure prescribed for, and the 
powers delegated to, customs officers or equivalent rank 
should apply mutatis mutandis to Central Excise officers 
also. There does not exist adequate justification for laying 
down that Deputy Collectors and Assistant Collectors posted 
at collectorate headquarters cannot sanction and advance 
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cases such as those in which the offences involved are trivial 
in character, it should be possible for the authority con- 
cerned to exercise appropriate discretion subject to such 
guidelines - or safeguards as the Administration might 
prescribe. 

It would be desirable to evolve an administrative ar- 
rangement by which cases in which no goods as such are in- 
volved as for example those concerning failure or repeated 
failure of assessees to submit the returns in time or those in- 
volving falsification or mutilation of records, can be suitably 
allocated to different officers. 

Powers of adjudication should be suitably enhanced. 

Present limits of maximum penalty provided for con- 
travention of different Central Excise Rules should be in- 
creased to five thousand rupees. 

Powers to impose penalties in respect of losses should be 
enhanced to the levels recommended in respect of adjudica- 
tion of offences. Por condonation of cases as such and 
demand of duty the present monetary limits should ap- 
propriately be doubled. 

Powers related to monetary limits, wherever prescribed, 
may be reviewed in the light of increases in price levels and 
suitably enhanced, if necessary. 

The concept underlying the creation of the institution of 
Appellate Collectors is basically sound and the experiment 
should be given a fair trial. 

There is no merit in the suggestion that Appellate Col- 
lectors should come from and belong to a different cadre, 
preferably the judicial cadre. 

A Tribunal should be set up to deal with cases at the 
revision stage, i.e. those in which orders-in-appeal have been 
passed by the Appellate Collector or the Board. The 
Tribunal should be competent to look into question bolh of 
law and of fact. It should not be administratively attached 
cither to (he Central Board or to the Department of 
Revenue and Insurance. Preferably, it should be attached to 
the Ministry of Law. 

The Tribunal should consist of a chairman and a mini- 
mum of two members. This number may be added to 
depending on the volume of work. The chairman of the 
Tribunal, though he need not necessarily be drawn from the 
juditiary, should have the status of a High Court Judge. 

In so for as original decisions, i.e., decisions other than 
those passed on appeal under Section (35) arc concerned, 
Collectors should have the necessary powers of review in 
respect of decisions taken by Superintendents. For decisions 
taken by Assistant Collectors and Deputy Collectors, the 
Zonal Cbmmissioner concerned should be the competent 
reviewing authority, while for derisions taken by collectors, 
the Board should continue to perform (his function. In 
respect of derisions passed on appeal or review the Govern- 
ment should consider the feasibility of replacing the present 
review procedure by suitable provisions enabling the Govern- 
ment (in addition to the assessce) to go in revision to the 
Tribunal. 

Re-deployment 

The present organisation has grown in an ad hoc manner on 
the basis of the hetrogeneous demands made on it from time 
jo time by widening tariff, altering procedure and increasing 
involvement in new functions. 


The procedures relating to levy and collection of duty on 
manufactured tobacco are entirely different from those ap- 
plicable to manufactured excisable products, but both un- 
manufactured tobacco and manufactured products arc ad- 
ministrated by the same officers under the same supervisory 
hierarchy. 

Even though staff required in various collectorates is 
sanctioned with reference to specific purposes, collectors 
have considerable discretion in the matter of re-deployment 
of the available manpower So that actual deployment is often 
different from what might be inferred from the formal staff 
sanctions. 

The recommendations made relate to manufactured ex- 
cisable products only. It is not possible to put forward a 
detailed pattern of work units or norms for different func- 
tions proposed to be assigned to different formations and 
within them to differenr classes of officers. Some estimate, 
however broad, seems called for if only in order to obtain 
some idea of the magnitude of the changes involved in lerms 
of personnel. 

The Tobacco Excise Tariff Committee has estimated 
after obtaining the requisite details concerning field forma- 
tions the total number of Superintendents and Inspector: 
engaged on unmanufactured tobacco during 1973. Un- 
manufactured tobacco which contributes 3 to 49b of the total 
revenue from excise duties takes up a quarter to one third of 
the staff employed in the field. 

The staff requirements estimated are based on certain 
assumptions regarding the need of each pattern of control. 
Many of the assumptions made are in the nature of broad 
averages which can be applied only to the sort of exercise at- 
tempted here. 

On the basis of the analysis attempted, the number of 
additional Superintendents required would be 802 while 522 
Inspectors would be rendered surplus. 

The increase in the number of Superintendents in the 
field organisation would entail an Increase in the number of 
divisions. The proposed reorganisation of the Audit would 
warrant the creation of a certain number of additional posts 
in the cadres of Assistant Director and Deputy Director, in 
addition to the Chief of the Bureau of Audit at the Centre. 
On the Accounts side, there would be additional posts of 
Chief Accounts Officers besides Assistant Chief Accounts 
Officers at Divisional headquarters. 

Selection nnd Training for nor duties 

The reorganisation of the Department will have to take 
into account Ihc staffing and other requirements of the pat- 
tern of Control envisaged for tobacco. 

An addilional 802 posts of Superintendents would be re- 
quired. With the consequential increase in the number or 
Divisions and promotions of Superintendents to that grade, 
there would be further vacancies so that the total number of 
addilional posts of Superintendents needed would be around 
900. 

Selection of staff would need (o subserve the basic re- 
quirements postulated by the system of selective control. 

In the mailer of selection for supervisory posts of Super- 
intendents o distinction has to be made between long term 
and adhoc appointments. Recruitment from the open market 
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is necessarily time-consuming, while the needs of the Depart- 
ment would be immediate. 

Properly selected and given some training, Inspectors 
with their long practical experience of the working of the 
Department would be well suited, as an exceptional nature 
necessitated by a major reorganisation of the administrative 
structure. 

The proposed selective promotions to the new posts of 
Superintendents from the existing cadre of Inspectors should 
be regulated cither on an all India basis or on that of ade- 
quately large regions or zones. 

Appointments to the new post of Superintendents should 
be made 50% on the basis of merit-cum-seniority and 50% by 
a system of departmental competitive examination open to 
Inspectors with a minimum prescribed period of service 
which should be five years. 

Future vacancies of Superintendents should be filled 
partly by promotion from among Inspectors and partly by 
direct recruitment in the ratio of 75:25. The number of posts 
required to be filled each year should be allocated between 
generalists and specialists who would be recruited through 
the UPSC in either case. 

Initial appointments to the various grades in the Internal 
Audit and Accounts Division should be made from the exist- 
ing departmental cadres. For future vacancies of Technical 
Assistants, the normal channel for appointment should con- 
tinue to be through the feeder cadres of Inspectors and Head 
clerks and Deputy Office Superintendents, though at a later 
date recruitment may also be resorted to for a number of 
these posts. 

Future vacancies in class II may be filled in the same way 
as vacancies in the grade of Superintendents on the executive 
side. 

There will be considerable expansion in the ministerial 
cadre. Selection of personnel may continue to be regulated as 
at present. 

It would be necessary to impart adequate training to the 
staff needed for different patterns of control and for other 
functions like preventive and audit. 

Ad hoc training courses and seminars might be started 
before introducing the scheme of selective control. 

The Administration should endeavour to allocate the 
staff in such a manner that officers continue to remain 
employed in the particular fields assigned to them for a suf- 
ficiently long period. 

Recruitment, Training and other Issues 

There Is need for a well conceived personnel policy 
which operates at different levels through a well designed 
system of personnel management. 

So far as the immediate future is concerned the new 
demands will to a large extent have to be met by redeploy- 
ment of existing staff after appropriate training for the pur- 
pose. Looking further ahead, long term modifications 
reflecting long term projections and needs will be inevitable 
in regard to points of admission to different posts or cadres, 
qualification on admission and training thereafter. 

A sound and balanced cadre composition is the corner- 
stone of an efficient administrative structure. 

Career prospects of ministerial officers in class III for 
purposes of promotion to class II are extremely unsatisfac- 


tory. 

Cadre strength of LDCs is smaller than that of UDCs 
with the result that a large number of vacancies in the grade 
of UDC has existed over a number of yeats. The position in 
the case of Deputy Office Superintendents is similar. 

It is desirable to take early steps to correct this lop-sided 
structure. 

With the implementation of the recommendations made, 
the career prospects of ministerial officers would show con- 
siderable improvement But a matter of far greater sig- 
nificance for ministerial officers will be the consideration that 
avenues of promotions to class I appointments will now, for 
the first time, be thrown open to them. 

The prevailing position regarding the number of grades 
in the ministerial cadre, their composition, methods of 
recruitment and promotions and restrictions to which 
promotions are subject should be re-examined. 

In the context of the situation obtaining in the Depart- 
ment as a result of the existence of a multiplicity of grades in 
the ministerial cadre, the policy followed by the Administra- 
tion of gradually reducing the strength of Head Gcrks grade 
is endorsed. 

Frustration prevailing in the ranks of Inspectors appears 
to be the result partly of the gradual dissociation of this class 
of officers from active participation in functions involving 
trust and responsibility. The other factor is stagnation in the 
grade of Inspectors of a large number of officers for want of 
adequate promotion prospects. Whatever the reasons for 
stagnation the resultant damage to the morale of the Inspec- 
tors has been considerable. 

Reorganisation proposals are expected to ameliorate the 
present state of affairs. 

It is not possible either now or in the foreseeable future 
to dispense with the cadre of Inspectors altogether, though 
its preponderance would steadily decline. Stagnation is 
largely a transitional problem. 

An Inspector who has put in 15 years of service in the 
ordinary grade and who has a satisfactory record of service 
should be appointed to the senior grade posts which is 
presently restricted to 25% of the permanent posts; it should 
be suitably raised to say 50%. 

The earlier arrangements under which seniority and 
promotion upto class II were regulated on a zonal basis had 
considerable merit. Government might consider the revival 
of the old zonal concept. Seniority should be fixed with 
reference to the date of appointment and not the date of 
confirmation. 

Prospects for promotion for class II officers arc poor. 

A senior or selection grade should be created for this 
cadre also. 

On promotion to class I, superintendents should be ap- 
pointed directly in the senior class I scale. 

Opportunities of promotion available to class IV person- 
nel are negligible. In this connection the recommendations 
made by the Third Pay Commission (Chapter VIII- para 47 
of their report) are supported. 

Induction of specialists is necessary at various levels. 

In order that the talent attracted is of the appropriate 
type, it will be necessary to incorporate certain special fea- 
tures into the recruitment such as relaxation of the usual age 
limit, offer of higher initial pay and provision for absorption 
into the general stream at later stages. 
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Services of suitable experts may also be obtained on 
deputation from other Government departments- There 
may be need eventually for an even higher percentage (i.e. 
higher than 25%) of direct recruits in class II considering the 
onerous responsibilities envisaged for the Superintendents 

For the grade of Inspector the existing pattern of direct 
recruitment and selection from the grade of UDC may con- 
tinue. Minimum qualification for direct recruits should be a 
university degree. 

Two thirds of the posts in the cadre of UDCs may be 
filled by direct recruitment. The minimum educational 
qualification for direct recruitment should be a University 
degree. 

There is need for considerable augmentation of both size 
and diversity of training facilities. 

Among other things, training should help towards a bet- 
ter understanding of the different types of operations and ac- 
counts peculiar to the manufacturing units concerned. 

There is need for adequate training to personnel en- 
gaged in preventive duties. If necessary, special courses for 
preventive officials may be devised. 

Apart from the extension of the regular training 
facilities, it will be necessary to organise crash training 
programmes to fit existing personnel into new jobs. 

Besides initial training it should be possible for every of- 
ficer to attend at least two general refresher or executive 
development courses during his service. 

Training centres may be set up in the collectorates for 
training both executive and ministerial class III officers For 
new- recruits to class III there should be a sound task- 
oriented basic training. 

Regional Training Institutes should be placed under 
zonal commissioners. These institutes would cater largely to 
class II personnel. Such class I officers as have not under- 
gone the formal training given to direct recruits and who can- 
not be trained in the Central Training School might also be 
given courses at the Regional Institutes. 

Maximum use should be made of the facilities provided 
by the Lai Bahadur Shastri Academy, the various manage- 
ment institutes, the Indian Institute of Public Administration 
and the Administrative Staff College 

In the training institutes adequate accommodation 
should be provided not only for lecture-roomsand libraries, 
but also for the lodging of the trainees. Proper facilities for 
their boarding and recreation and the payment of sufficient 
allowances arc also necessary. 

It is unwise to stint on training facilities. Transfer al- 
lowances should be adequate to cover the expenses involved. 
Routine transfers from one station to another in the case of 
officers below the class II level, specially after they reach 
middle age, should be governed by human considerations no 
less than by well deliberated principles. 

For Assistant Collectors and Superintendents a stay of - 
five years in one collccioraie (except where a transfer is war- 
ranted for compelling administrative reasons) would be a 
suitable working rule. 

Promotce class 11 officers should not normally be trans- 
ferred outside the Collectorate; in any case they should not 
be transferred outside the zone or linguistic region. Direct 
recruits to class II may, however, need to be transferred to 
various collectorates in a zone to expose them to as wide a 
range of excise duties as possible. For class III officers 


transfers should be restricted to the collectorate. 

The present system of Annual Confidential Reports 
should be reviewed to bring it in line with modem methods 
of performance appraisal. 

In the matter of residential accommodation a great deal 
more needs to be done than at present and for a much larger 
complement of staff. Immediately, and perhaps on an emer- 
gency basis, it is necessary for the Department to start its 
own programme for construction of buildings at places where 
the problem is acute. 

What is needed is a comprehensive scheme with the next 
two decades in perspective. 

Office premises should be located centrally in clean sur- 
roundings, should provide adequate space and be suitably 
furnished. They should provide for normal facilities like can- 
teens, tiffin rooms and recreation rooms. The provision of 
vehicles, telephones and other equipment should be care- 
fully planned and supplies promptly made. 

Emphasis need to be placed on the promotion of social, 
cultural and recreational activities for officers and their 
families. 

Property trained and qualified personnel should be ap- 
pointed as Welfare Officers. 

Government ought to have a machineiy which ensures 
that vacancies arising in different cadres of the service are 
promptly brought to the notice of the administrative 
authority and filled without delay. 

Public Relations dnd Machinery of Communication 

In indirect taxation where, in effect, the asscssec collects 
the tax on behalf of Government, he has a right to know how 
much he has to pay and what else he has to do; in other 
words what his liabilities and responsibilities arc. Some of 
the recommendations made in regard to Procedure and Or- 
ganisation arc designed to ensure a closer rapport between 
the tax collector and the tax payer. 

A proper scheme of public relations should include tax 
payer assistance programmes. At present this is confined to 
issue or trade notices about which thert arc complaints of 
delay. Since trade notices are sent only to recognised as- 
sociations and federations, a fairly large sector of producers 
who arc not members of such bodies have no access to 
them. The brochures brought out by the Directorate of In- 
spection some time ago were not adequately publicised. The 
usefulness of the Advisory Committees and the Advisory 
Council is limited. 

Public relations should begin with the Range which is 
the first level at which the asscssec comes in contact with 
the Department. Every effort should be made to ensure that 
all the information needed by theasscsscc is available in the 
Range itself. It is of the utmost importance that the person- 
nel of the Range should be trained to be courteous and 
equipped to be knowledgeable. The Range office should have 
adequate stocks of forms, latest editions of tariff manuals 
and supplements and uptodate versions of modifications and 
instructions, including sufficient copies of publications for 
sale and trade notices and instructions for distribution among 
the assessees. There should be facilities for seating visitors 
and arrangements for attending to them without inordinate 
delays. It is wrong economy to economise on the courtesies 
which the public rightly regard as their due. 
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In Divisional and Collcctoratc offices, including the of- 
fices of the Appellate Collectors, public relation officer of a 
suitable status should be available. Each office should have a 
neatly furnished visitor’s .. room provided with reading 
material including attractive literature on the activities of the 
Department. 

Senior officers should set apart some of their time for in- 
terviews. Officers should be encouraged to take decisions at 
their level and eschew the tendency to make references to 
higher officer. 

Existing machinery for printing and publication of 
departmental books or other literature, whether for sale or 
departmental use, needs to be streamlined and strengthened. 
The entire work of compilation and publication should be 
centralised in one organisation, preferably the statistics and 
intelligence directorate which should simultaneously under- 
take the responsibility of distribution. 

Suitable programmes should be drawn up to provide in- 
formation about the activities of the Department both to as- 
scssccs and to the general public through such obvious 
channels oY communications as the newspaper, the radio, the 
TV etc. Press conferences could also be held at different 
levels to resolve doubts and make it an occasion for infor- 
mative publicity about the Department. 

There should be a separate Advisory Council for Excise 
of which the membership should be more broadbased includ- 
ing greater representation for the medium and small scale 
sectors of the industry. If necessary this council should func- 
tion through sub-committees constituted for major in- 
dustries or allied groups of industries. .The council should 
meet bi-annually, or even oftener if necessary, and zonal 
commissioners should participate in the deliberations. It 
would be appropriate to constitute committees at the zonal 
level and to call them Zonal Advisory Councils on the lines 
of the All India Central Advisory Council with collectors fully 
participating in the deliberations. 

It is not necessary to retain formally the Regional Com- 
mittee currently constituted. Collectors and other officers 
should, however, continue to meet the industry periodically 
at different centres and at the meetings of the chambers of 
commerce and associations of federations of trade and in- 
dustry. There could also of course be special meetings for 
discussing the problems of particular sections of the industry. 

Control Laboratories 

Control Laboratories, though created originally for cus- 
toms work, are performing important functions in the matter 
of classification of excisable goods. During 1970-71, 1971-72 
and 1972-73, 48%, 51% and 51% of the samples tested by 
control laboratories related to Central Excise. In several 
cases it was found that declarations furnished by the 
producers were wrong and goods produced were found on 
test to be liable to higher rates of duty. 

Broadly, the criticism against the role and functioning of 
Control Laboratories centres around delays to which analysis 
of samples is said to be subject and the accuracy of the 
results of tests carried out. While some of the causes for 
delay are susceptible of being rectified by issue of administra- 
tive instructions, there are other deficiencies which need 
to be looked into. Some of the laboratories which were 
created originally for customs work have taken up work relat- 


ing to excise samples and also assumed technical control on 
factories producing certain excisable goods. This has tended 
to make them rather unwieldy. The laboratory in Bombay is 
a case in point It is currently handling some 60 to 70 
thousand samples of which more than a third relate to 
Central Excise. The laboratory should be split up into two 
units, one dealing with customs and the other with excise. 
The excise laboratory can be located elsewhere. 

Since the basic requirements of excise and customs for 
the purpose of carrying out tests are not materially different 
and as long as the total quantum of wort: involved can be 
managed by an existing laboratory, there is considerable ad- 
vantage in retaining the present composite character of the 
Control Laboratories. 

It is neither feasible nor necessary to make control 
laboratories self-sufficient in the matter of equipment and 
personnel needed for carrying out all the tests required in 
terms of the tariff. A vast majority of the tests required to be 
carried out are essentially chemical in character, while for 
others (of which the number is reportedly not more than 2%) 
the laboratories have established the necessary liaison with 
Government and semi-Govemment institutions. In several 
cases, it would be not only un-economical but involve 
avoidable expenditure to equip the control laboratories with 
the paraphernalia of other tests. 

The application of modem techniques of testing can help 
curtail the time involved in tests carried out through conven- 
tional methods, improve the accuracy of results and step up 
overall efficiency of analytical work. Steps should be taken 
urgently to meet the existing deficiencies of Control 
Laboratories and streamline their working. The staff should 
be imparted the necessary training in National or Govt In- 
dustries Testing Laboratories. 

It has been urged that having regard to the increasing 
volume of work which the control laboratories arc expected 
to perform, the Central Revenues Control Laboratory and 
the Regional Laboratories arc very inadequately staffed. It is 
not possible to indicate the extent to which the existing per- 
sonnel of the control laboratories needs to be augmented, 
but the matter needs urgent attention. Suitable action in this 
behalf should be taken after appropriate, and if necessary, 
expert examination. 

Regional Laboratories which presently cater to the needs 
of the Central Excise Department or of both Customs and 
Central Excise should be placed' under the administrative 
control of the zonal commissioners. 

Statistics and Intelligence Branch 

The status of this organisation should be raised to that of 
a full-fledged Directorate which may be called the Direc- 
torate of Statistics and Publications. Some of the functions, 
presently performed by the Directorate of Inspection 
(Customs and Central Excise) should be assigned to this 
Branch. Illustratively there are: those connected with publi- 
cation and maintenance of Manuals and Books of Instruc- 
tions, compilation and issue of quarterly bulletins and judg- 
ments, standardisation of forms and registers and other re- 
lated items including the work of distribution and publicity. 
For the performance of these functions the Branch would 
need to be strengthened, with personnel of the number and 
quality needed. The delays now involved in the compilation 
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of statistics raise several important questions concerning the 
receipt, consolidation and submission of periodical returns. 

The scheme or Centra! Exchange envisages that one copy 
of the assessed RT 12 return together with enclosures 
(presumably gate passes, invoices etc.) mil be forwarded to 
the headquarters of the Central Exchange. It has been sug- 
gested that this mil achieve the desired expedition in com- 
pilation. Since the checking and assessing of monthly returns 
takes a fairly long lime the suggested procedure is not likely 
to obviate the delays to which compilation is now subject. It 
would be more appropriate if instead of sending gate passes, 
invoices, etc. to the Central Exchange the format of the RT12 
itself is elaborated so as to provide such additional informa- 
tion as is sought to be gleaned from these documents, 

A copy of the RT12 and other returns which are required 
to be mechanised should be sent immediately on receipt from 
the producing unit to the Directorate. After compilation, the 
primary' returns so received may be utilised by the Central 
Exchange. Mistakes and errors discovered in the Range, 
which even now arc communicated to the Branch through 
the succeeding monthly return, can be brought to the notice 
of the Central Exchange, if necessary, by the compilation 
unit. The present arrangement may continue whereby copies 
of basic returns arc submitted to the Divisional office and the 
Chief Accounts Officer and, after consideration, to the col- 
lector. 

Concluding Observations 

In the Central Excise Department the preoccupation of 
policy with raising more tares and devising more exemptions 
is wholly understandable. But this has no! been matched by 
something equally important, namely, the corresponding 
feed-back from the field and the necessary preparation at all 
levels, so as to ensure that only the practicable is aimed at 
and what is aimed at is in fact implemented. In the suggest- 
ions made in this volume the Committee has tried to har- 
monfze the administrative structure with the broad require- 
ments of tax procedure outlined in the earlier part of the 
report. In the recommendations concerning the Central 
Board, the need to bring together and combine within the 


functions of one Member of three aspects of tax policy, tax- 
procedure and lax administration have been kept in mind. 

The Committee has noted with some concern the grow- 
ing gap of communication between the tax payer nnd the tax 
gatherer. Industry is on the whole justified in feeling that 
there is too much centralisation, that decisions are unduly 
delayed, and that even important problems fail lo receive 
timely and adequate nttention at different levels of the ad- 
ministrative structure. 

The recommendation concerning establishment of a 
Tribunal at the revision stage follows from the same reason- 
ingas underlines the institution of Appellate Collectors. 

Efforts towards improving the tax system are seriously 
impaired by the shortage of qualified staff. This Committee 
has placed considerable emphasis on training nnd on the for- 
mulation of a proper policy concerning personnel manage- 
ment in the Department. The Committee attaches great im- 
portance to the recommendation that all personnel matters 
such ns policies of recruitment, training, career development 
and staff welfare should be dealt with exclusively by one 
Member of the Board designated ns Member (Personnel). 

The recommendations set out in Volume I arc designed 
to counter evasion by the introduction of n more effective 
deployment of trained manpower, corresponding to the 
revenue significance of different categories of the unit. Sug- 
gestions for the establishment of an adequate and efficient 
Preventive and Intelligence organisation as part of the total 
scheme, have been elaborated In this volume. 

Audit organisation of the Department is structurally in- 
adequate nnd functionally ineffective. 

A radical transformation of the existing structure, includ- 
ing Ihc constitution of an Internal Audit nnd Accounts Divi- 
sion in the Department, has heen suggested. 

It is expected that ihc recommendations made by us 
would lead to better deployment of existing resources, bring 
about a qualitative improvement in working, reduce the area 
of friction between the nsscssecs nnd the Department, lighten 
the burden of both, nnd substantially improve the career 
prospects of working personnel in different grades. In ab- 
solute terms, the cost of collection would increase, but os n 
percentage of the revenue yielded by excise duties, the effect 
of the Committee's recommendations would at the most be 
marginal. 
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APPOINTMENT 

The Task Force on Integrated Rural Development was 
appointed by the Planning Commission, Government of In- 
dia, in October, 1971. 

TERMS OF REFERENCE 

(i) To spell out the main elements of a broad strategy of 
integrated rural development oriented towards more 
employment and better production in the Fifth Five Year 
Plan; 

(ii) To work out illustratively the pattern of technology, 
investments, and institutions for rural development 
programmes appropriate to different agro-climatic conditions 
and levels of development; 

(iii) To review in the light of (i) and (ii) above the ongo- 
ing special programmes for rural development and rural 
employment and to suggest ways for their modification and 
synthesis into an integrated programme of rural develop- 
ment. 

CONTENTS 

Introduction; General Approach; Resume of some 
Relevant Experiments; Integrated Agriculture Development 
Projects in Canal Irrigated areas; Location and Financing of 
Pilot Projects; Annexure— Paper prepared by Mr.DA.Sims, 
Technical Officer, UNDP, Chambal Land and Water Use 
and Management Project for the Workshop on Soil and 
Water Management at Ranchi, Bihar, March 1971. 

RECOMMENDATIONS 

General Approach 

Concept of Integrated Rural Development 

Of late, it has not been uncommon to come across the 
phrase "integrated rural development". This phrase, 
however, is seldom used in the same sense. Sometimes it is 
applied in the context of integrated development of k whole 
region. On the other hand, it is also applied in relation to a 
vety small area, say, 100 hectares. Thus the unit for in- 
tegrated area development is varyingly conceived. Similarly, 
the phrase, "integrated rural development" is differently 
employed. It can be used to embrace both agricultural 
development and rural industrialization. It is possible to im- 
part an even wider meaning so as to include even items such 
as rural health services. In view of these different interpreta- 
tions, it seem necessary that on the first instance we should 
spell the concept of integrated rural area development. 

After careful consideration, we have belatedly decided to 
take what might be considered a rather restricted view of the 
expression "rural development". We have chosen to equate it 
with agricultural development in the widest sense so as to 
embrace, besides crop husbandry, all the allied activities. The 
integrated development that we visualise encompasses both 
spatial and functional integration of all relevant programmes 
bearing on increased agricultural production and reduction 
of unemployment and under-employment among small 
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farmers and agricultural labour. In our view, the unit for 
planning of integrated development should comprise an area 
(falling within a district) which has a substantial measure of 
homogeneity in terms of land and water resource situation. 
This homogeneity is evidently necessary to ensure that there 
are certain common types of works and programmes that 
need to be undertaken in a proper sequence in order to ex- 
ploit the development potential of the area and also to ex- 
tend the benefits of such development to the mass of the 
people in that area. In this context, it is possible to visualise a 
variety of land and water resource situations. For instance, 
there are areas which are endowed with canal irrigation and 
undulating topography. Again, there are areas which have 
canal irrigation and where land surface is relatively even. 
Then there are areas where irrigation is principally divided 
from ground water. There are other areas which may be 
characterised either as dry farming areas or drought prone 
areas. Finally, there are hill areas. Each of these categories 
is capable in turn of being subjected to more refined and 
sophisticated sub-divisions. However, from a practical point 
of view, a broad identification of land and water resource 
situation should suffice. 

There are two pre-eminent objectives which are implicit 
in our concept of integrated rural development. 

(i) In a defined rural area, realisation of the fullest 
agricultural production potential must be attempted by 
mutually reinforcing measures connected with development 
of local land and water resources and the provision of all 
complementary production inputs and organisational im- 
provements as also development of human skills. 

(ii) The developments promoted in the defined rural 
area should be as broad-based as possible so that the large 
mass of the rural people particularly the small farmers, mar- 
ginal farmers, agricultural labourers are enabled to par- 
ticipate in development and share the benefits of such 
development 

There is at present a bewildering variety of programmes 
and schemes connected with different aspects of rural 
development and employment. While, in many ways, these 
programmes and schemes are intended to be complementary 
in character, in practice they are often not coordinated in a 
given area in a proper time sequcncc.Thc developmental 
inter-action and coordination among these new schemes is 
inadequate. Various rural development programmes and 
schemes are still ad hoc in character and suffer from wide 
dispersal and fragmentation over different districts/areas. 
This lack of a systematic synthesis of various programmes of- 
ten results in overlapping of financial and organisational 
resources. Another consequence is the ineffectiveness of the 
impact of developmental effort. The principal objective of 
the proposed integrated rural development projects will be to 
overcome these deficiencies. 

Distinction from C.D. Block Concept 

For the purpose of clarity it is necessary to distinguish 
the concept of integrated rural area development from the 
concept behind community development block. The latter 
was also conceived as essentially an area programme to 
promote community awareness for better standard of 
living. However, on the agricultural side it was focused prin- 
cipally on providing to the farmer inputs and services exter- 
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nal to the farm itself. Such inputs and services included ex- 
tension, advice, seed, fertiliser, pesticides, implements and 
machinery, credit, marketing and storage. The Community 
Block Development Programme did not specifically envisage 
any physical planning by way of reformation of land or reor- 
ganisation of water resources or diversification of investment 
to tackle the rural unemployment programme. Moreover, 
the Community Development Blocks were not identified on 
the basis of any homogeneous land and water resource situa- 
tion. The boundaries of the CD. Blocks were largely deter- 
mined by administrative convenience. In the case of projects 
of integrated rural development, the objective is to refashion 
the productive apparatus of the rural economy of an area in 
terms of its land and water resources by undertaking 
measures such as consolidation of holdings, land shaping, re- 
alignment of water courses, construction of the drainage sys- 
tem and strengthening of other activities which are com- 
plementary to these programmes. This stress on detailed and 
careful physical planning on our part should not, however, be 
construed to mean that we arc ignoring or deflating the im- 
portance of other elements such as CD. concept of local par- 
ticipation in IADP concept of package practices. 

Relationship with SFDA and MFAL 

It seems necessary to bring out the relationship of in- 
tegrated rural development project' to the 'current SFDA and 
MFAL programmes. The latter programmes arc, no doubt, 
area based. They, however, aim at improving the economy of 
the small and marginal farmers and agricultural labour in a 
somewhat segmental manner. In several cases, these projects 
happen to be located in areas which are suffering from a 
stagnant rural economy. Hence in such projects an effort 
towards optimum area development appears to be a condi- 
tion precedent in improving the economy of small and mar- 
ginal farmers and agricultural labourers residing in the 
■project area. 

Resume of some relevant experiments 
Etawah District 

The Damodar Valley Corporation had undertaken a 
programme of soil conservation-cum-consolidation of hold- 
ings In the earlier part of 1950. This programme was studied 
in some details in 1957 by the Planning Research and Action 
Institute of Uttar Pradesh. In the light of the study, in early 
1958, an experimental project was undertaken in an area of 
18 hectares in village Chirhulia of Ajitmai Block in Etawah 
District 

First of all, the area to be consolidated and conserved 
was identified and then the land thereof classified on the 
basis of fertility of soil in accordance with the instructions of 
the consolidation of holdings authorities. The land was 
divided into three classes; type I, type n and type IIL After 
making a topographical survey of the identified area, a con- 
tour map was prepared. On the basis of this map and 
valuation of soil on fertility bases, holdings were carved out 
after consolidating the scattered plots of different farmers at 
one or two places as far as possible. The layout of bunds 
along contour lands was indicated by the Project authorities 
before their actual construction was taken up. The height of 
bunds was kept at about 2-1/4 feet with a side slope of 1:1 
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and a cross-sectional area of 8.45sq ft. After construction of 
contour bunds, individual plots were demarcated and allotted 
to the farmers concerned, who put up their own field 
bunds, which too were attempted on the basis of sub-contours 
according to size, soil and slope of each plot. 

Soil samples from three different classes of land as indi- 
cated above, were collected and got analysed through the 
Government Agriculture College, Kanpur. On the basis of 
soil analysis results, suitable recommendations for various 
agricultural operations and agronomical practices were made 
to the farmers in respect of their new ’chaks’. Besides con- 
struction of contour-bunds and sub-contour bunds, arrange- 
ments were also made for the drainage of surplus water to 
a nearby "nul]ah'".Afler taking over possession of newly 
formed ’chaks’, the farmers grew their recommended crops. 
The crops in the Rabi of 1958-59 were veiy satisfactory as the 
farmers had adopted recommended agricultural practices and 
rain-water had been conserved considerably on account of 
the presence of bunds. There was no damage due to water- 
logging as suitable arrangements had been done for the 
drainage of surplus water. The farmers were quite convinced 
about the efficiency of various measures in the very first year. 
They not only constructed their bunds, but also provided 
their own finance for construction of masonry works. 
However, a few fanners were given medium term ’taqavi’ 
loans for pucca works construction. In all 21 farmers were in- 
volved. The experience gained in village Chirhulia (Ajitmai 
Block) indicated: 

(i) that integrated Soil Conservation and Consolidation 
of Holdings Programme could be carried out effectively in 
eroded lands, having gentle slopes; 

(li) that the farmers should be properly motivated and 
educated to evoke their active participation for consolidation 
and soil conservation operations on voluntary and self-help 
basis; 

(lii) that technical guidance should be provided by duly 
trained V.LWs and A.D.Os (Soil Conservation) throughout 
the operation phase; and 

(iv) that the consolidation staff should be closely as- 
sociated with the project staff while making re-alignment of 
land and distribution of ’chaks’. 

The work in village Chirhulia was essentially of an ex- 
ploratory nature. It provided very useful insight in the 
problems and prospects of integrated operations of con- 
solidation of holdings and soil conservation and gave them 
good opportunity for practical training. The results achieved 
in the first three years though of a modest nature, were 
promising. It was, therefore, decided to test the experiences 
gained on a limited basis by involving a large number of 
farmers over a laige area. For this purpose, a Pilot Phase of 
the project was initiated in village Patia Chatorpur of 
Mahewa Block in the year 1962-63. 

Actual area taken up under the project was about 34 hec- 
tares with a gentle slope varying from 05 per cent to 1.6 per 
cent All this area had been excluded from the consolidation 
of holding operations carried out in this village in the year 
1961-62. Other details of the area are as under 
, (i) Total area of the village-93.4hectares 

(ii) Net cultivated area of the village-81.0' 

(fit) Area excluded from the consolidation of holding 
operations-33.90" 

(iv) (a) Area taken under the Pilot Project-33.90* 



(b) Number of plots in the Project area-1.03" 

(c) Average size of plots -033" 

(v) (a) Total number of cultivating-households in 

villages-48" 

(b) Households involved in the project-38 
• From the above figures, it could be seen that about 40 
per cent of the net cultivated area of the village was left out 
of consolidation of holding operations. 

The project area is located on the bank of river Saugar 
having an average slope of 2.0 per cent towards the river. 
The soil of this area is predominantly sandy. 

The significant features of Project planning and execu- 
tion were as follows: 

(1) A Shajra map of the village was obtained from the 
Lckhpal for identifying the project area and the particulars of 
individual holdings of the farmers. 

(2) A topographical survey of the area was undertaken 
and a contour map was prepared. 

(3) Thereafter, land classification was done on the basis 
of fertility of soil in consultation with revenue authorities and 
on the basis of this classification, the land was grouped into 
three categories, viz. Type I, Type II and Type HI. The clas- 
sification was mainly based on the nature of soil and terrain. 

(4) Demarcation of plots was done on the basis of con- 
tour marked on the Shajra map and plots were generally 
aligned along the contours. 

(5) While demarcating plots, sites of masonry escapes 
were also indicated. 

(6) A detailed plan with estimates for construction of 
contour bunds and other engineering works, such as masonry 
escapes, drainage, etc. was prepared. 

(7) Construction of contour bunds was taken up with the 
help of farmcrs/labourers and the expenditure thereon was 
provided by the authorities. Construction of masonry works 
was, however, got done at the cost of the farmers in whose 
fields and for whose benefits such works were constructed. 
The work regarding levelling of individual plots was taken up 
by the farmers themselves by bullocks. No Government ex- 
penditure was incurred on this account. 

About 2.6 hectares unculturable waste land has been 
brought under cultivation. Further, there has been a sig- 
nificant change in the area sown during kharif. During the 
year 1962-63, only 50 per cent of the wet sown area was under 
kharif crops and the rest was left as monsoon fallow for con- 
serving moisture for Rabi cultivation. The percentage of 
Kharif area increased to about 64 per cent in 1969-70. A 
small increase of 032 hectare was also registered in the area 
under said crops, which were non-existent. 

There has been a definite improvement in the cropping 
pattern of this area. In the base-year, during kharif only 
ramified crop of bajra and arhar was taken. The arhar crop, 
if its growth was good, was harvested in March/April. In 
case of poor growth for lack of moisture, it was used as a fod- 
der for animals. Due to improvement in the moisture and 
soil of the area, the farmers have now started taking crops, 
like sugarcane, sweet potato and paddy. A significant in- 
crease in area has been registered under maize crop. Fur- 
ther, area under wheat increased from 4.0 acres in 1962-63 to 
about 16 acres in 1970-71. Area under coarse grains like 
bajra (barley and gram) has declined and passed on to more 
renumerative crops, like wheat and potato. 

As a result of the programme in village Patia-Chatorpur, 


the cultivators of adjoining villages of Sarai Ilahi, Indrausi 
and Kunetha have also taken up the programme in their vil- 
lages under the technical guidance of soil conservation staff 
of pilot development project Of an area of about 296 hec- 
tares in these three villages, an area of 181 hectares had been 
treated till the end of 1970-71. 

Contour bunds have been constructed by the farmers 
themselves at their own cost, after agreeing to voluntary ex- 
change of 'chaks'. Necessary corrections in the revenue 
records, have also been made in an area of 105 hectares in 
villages Sarai Ilahi and Indrausi. 

The average cost of normal soil conservation programme 
ranges between Rs 100-160 per hectare and that of normal 
consolidation of holding operations from Rs. 35 to Rs. 60 per 
hectare. The limited experience of the present Project which 
has now been implemented in five villages in all, shows that 
combined operations can be carried out at a cost of Rs. 160 


to Rs. 200 per hectare. 




Chambal Command Area ^ - — 

Recently a few promising beginnings have been made in 
the direction of integrated rural development. In the Cham- 
bal Command Area, in Rajasthan State, canal irrigation was 
introduced about ten years ago. In the absence of requisite 
measures for development of land, the potential benefit of ir- 
rigation remained substantially unutilised. In the absence of 


proper drainage arrangements, problems of soil salinity and 
water logging have emerged. In this background, a UNDP 
aided project for land and water development was initiated in 
Kota district. The project authorities, after necessary inves- 
tigation and studies, took up a project for integrated develop- 
ment of land and water resources of a compact area in village 
Digod in Kota district. The aspects which were simul- 
taneously covered by the project were the following 

(i) Consolidation of holdings; 

(ii) Land levelling 

(iii) Provision of drainage; 

(iv) Training and clearing of nallahs; 

(v) Re-alignment and lining of water courses; 

(vi) Provision of structures on field water courses, ir- 
rigation canals and drainage ditches; 

(vii) Farm paddy. 

Since the above project was conceived as a demonstra- 
tion, it was financed entirely by Government funds. 
However, as a result of the success of the demonstration, the 
concept behind the project began to catch the fancy of 
farmers. Recently a group of farmers have volunteered to 
come forward and obtain loans from Government and 
finance a similar development of their land and water 
resources in an integrated manner. This recent project which 
is of obvious significance, is located in Simwasa village in 
Kota district Nineteen farmers whose lands embrace the en- 
tire command area of an irrigation outlet from minor dis- 
tributor are the beneficiaries of this project The total area 
covered is 72 acres. On an average, each farmer has taken a 
loan of about Rs. 1,500 per acre which is to be repaid in.a 
period of 7-10 years. With the significant improvement on 
marketable surplus at the disposal of the concerned farmers, 
they are quite confident of repaying the loan out of their in- 
creased income. It may also be added that as a result of 
reorganisation and realignment of field boundaries, field 
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roads, water-channels and drains, an area of about 5-10 per 
cent has been sowed and added to the total cropped area. 

The message behind the above project appears to have 
registered on the minds of the people. As a result, there is a 
growing demand in the Rajasthan part of Chambal Com- 
mand as well as in the Madhya Pradesh part of Chambal 
Command for such reorganisation of land and water 
resources in an integrated manner. The State authorities of 
Rajasthan have negotiated a substantial loan of over Rs. 7.2 
crores from six commercial banks. This would enable cover- 
ing an area of about 45,000 acres for this kind of integrated 
treatment of soil and water. Consequently, the authorities 
are also visualising intensification of extension effort and the 
arrangements for supply of credit, inputs etc, with a view to 
exploit the improved production potential of the land and 
water available in the concerned areas. It may be added that 
according to latest report from project authorities, about 
2,000 acres has been taken up for development by June, 1972- 

Integrated Agricultural Development Projects in Canal Ir- 
rigated Areas 
Main Elements 

For integrated area development, it is not good enough 
to piece together a number of sectoral programmes operating 
in a given area. It is necessary that while for Implementation 
some disaggregation is inevitable, the initial project formula- 
tion must be on a comprehensive basis and must provide for 
all requisite elements bearing on the development -of the 
resources of the area and the masses of the people residing 
in the area. 

In a typical area served by canal irrigation, the following 
are likely to be some of the important elements which are 
relevant; 

(i) Development of land and water resources, 

(ii) Consolidation of holdings, 

(ill) Crop planning and agricultural extension, 

(iv) Development of Infrastructure, 

(v) Development of small farmers and agricultural 
labour, 

(vi) Legislative and administration framework. 
Development of Land and Water Resources 

In each project, the detailed planning and implementa- 
tion has to be on the basis of the command area. The area ' 
within such command may further vary from 800 hectares to 
4000 hectares. A part of such command area covering about 
50-100 hectares can be taken up at a time for integrated land 
and water development. The main steps involved are: 

(i) — Survey and plotting 

(ii) Planning 

(Ui) Land levelling and shaping 

(tv) Construction of water courses 

(v) Construction of drainage ditches 

(vi) Construction of roads 

(vii) Training of Nallabs 

(viii) Development of minor irrigation facilities. 

The listing above does not necessarily indicate the se- - 
quence of the various steps which will depend upon the 
situation obtaining in any particular project area. In fact, a 
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number of operations may have to be taken up simul- 
taneously to achieve the integrated land and water develop- 
ment. It must also be emphasised at the outset that respon- 
sibility for solution of the complex dynamic problems as- 
sociated with integrated land and water development cannot 
be the prerogative of one or two disciplines and that closest 
cooperation between a large number of interested and 
qualified authorities is essential. 

While details of the action require to be worked out for 
each specific area, a broad discussion of various factors is 
given below. 

Typographical surveys showing contours at suitable in- 
tervals will be one of the essential pre-requisites for such 
projects . The exact contour intervals will, however, depend 
upon the physical characteristics of the countryside and the 
use to which these contour surveys are to be put. -It can 
generally be stated that flatter the countryside the smaller 
will be the contour interval and vice versa. These contour 
surveys will help in land levelling and shaping, laying out of 
water courses, field drainages, soil conservation bunds etc. 
While doing the topographical surveys, boundaries of 
farmers’ holdings, Panchayat or Government lands, common 
wastes may also be delineated. 

Along with the topographical surveys agro-economic and 
soil surveys need to be carried out to know the existing pat- 
tern of land utilisation and production levels. This will be 
useful inter alia for project formulation and also its evalua- 
tion when it gets going. 

Having collected the basic data, the next step would be a 
design of the system wherein the various elements that enter 
into the integrated development of land and water resources 
have to be defined, e.g. keeping in view the nature of the soil 
(infiltration rate etc), climatic conditions and cropping pat- 
terns, the method most suited for providing irrigation to the 
fields is to be determined, whether it be border strip, fur- 
rrows or sprinkler. The basic approach is to improve the ef- 
ficiency of field application of water and reduction of applica- 
tion losses, as a result of wider appreciation o[ the physical 
characteristics of the soil. The design has also to take into ac- 
count the timing depth and uniformity of application. Exces- 
sive percolation beyond the root zone should be largely avail- 
able by matching the depth of each application with the avail- 
able water storage capacity of the soil in the root zone of the 
crop at the time of irrigation. This requires some observa- 
tion and knowledge of the moisture-holding capacity of the 
soil. 

Persistent over-irrigation not only gives rise to low water 
application efficiency but can also cause depression of yields 
as a result of leaching of soil nutrients and jf this practice is 
widespread, it may lead to waterlogging. Where excessive 
run-off is expected, a suitable system of field drains, collect- 
ing such excess waters, would need to be provided. Where 
field drainage is required to be provided, properly designed 
drainage inlet structures will have to be provided. In some 
situations, these may have to be designed to receive sub-soil 
drainage, especially where the soil is saline and where the 
water-table is high. 

A common cause of reduced application efficiency and 
uneven crop yields under surface irrigation is undulations on 
soil surface, and consequent lack of uniform distribution of 
tvater in the field. This defect can largely be remedied by 
grading the surface to remove high and low spots. Further 
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improvements can be effected by the use of large size land 
plains to reshape the whole field surface to uniform grade at 
optimum slope subject to top soil depth being adequate. 
This defect of non-uniform irrigation does not arise to the 
same extent where sprinkler irrigation is used. For carrying 
out levelling operation the depth of the cut and fill can be 
greatly reduced if the fields of individuals which lie across the 
contours (i.e. along the slopes) can, by consolidation of hold- 
ings (discussed under para 4.13-4.16 infra) be made to lie 
along the contours. 

The water courses and field channels are a source of sig- 
nificant quantities of water loss. Due to poor maintenance, 
irregular alignments etc, the seepage opportunity from them 
is far greater than from the unlined main canals and 
branches. A Kucha water course occupies a lot more (4 to 6 
times) land than if a water course is lined. Further, in the 
case of black cotton soils, due to alternate drying and wetting 
the banks of such earthen channels become weak and prone 
to breaches. In the circumstances, it will be desirable to 
provide a cheap and economical system of lining of water 
courses. Precast reinforced concrete slabs, troughs, half- 
rounds etc. with suitable leak-proof construction-cum- 
expansion joints need to be adopted. The water saved as a 
result of lining would decrease water costs per unit of crop 
yield and increase the irrigated area for a given outlet 
Polythene pipes have been used with advantage for syphon- 
ing water out of such pucca water courses into the fields. 
They have the advantage of flexibility of off-take and 
avoidance of costly cross-structures. 

The integrated land and water use design needs to 
provide an efficient excess water disposal system. The full 
components of such a system would be a main drain dis- 
charging into the streams of rivers, link drains and field 
drains. The system has to be designed to cater for the excess 
discharge that may be collected by it not only as a result of 
irrigation operations but also the excess run-off resulting 
from rainfall. Obviously, it will be too costly to design a sys- 
tem which carries away the water as it comes especially 
during a storm, but it should be capable of draining the 
whole area within a certain number of hours to avoid damage 
to crops. In case of rise this period could be as long as three 
days. 

Among the activities to be undertaken, one of the impor- 
tant ones concerns the training and clearing of natural nal- 
Iahs. Usually, if not attended to, the natural drainage chan- 
nels become chocked with aquatic weeds. Therefore, the 
natural nallahs into which open field drains discharge need to 
be necessarily cleared and deepened and wherever necessary 
straightened out 

It will be desirable that the possibilities of providing sup- 
plementary irrigation from ground water should be explored 
along with other programmes of land and water develop- 
ment. Two considerations command this line of action. 
Firstly, more often that not, the surface irrigation waters are 
hardly enough to cover the entire land for two crops and 
depending on the location of the field vis-a-vis the outlet and 
the channels itself in which the outlet is located, the 
reliability of supplies is uncertain. This is particularly 
relevant in the case of diversion schemes not backed by sur- 
face storage reservoirs. Secondly, howsoever efficient irriga- 
tion practices may be, there is a residual downward move- 
ment of water beyond the root zone and considerable quan- 
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tities of water percolate through the soil to supplement the 
ground-water reservoir. Theoretically, if an amount of water 
approximately equal to the long-term annual recharge is 
pumped it will provide control over waterlogging Obviously, 
tubewells could be pumped at a greater rate during periods 
of shortfall in surface water supplies or in periods of extra 
demand. However, two important points to be borne in mind 
are that the details of water recharge are very difficult to as- 
sess in quantitative terms and that the ground waters are 
highly viable in their suitability for irrigation due to dissolved 
minerals. Depending upon the total dissolved solid con- 
tents, the ground-water may be fit for being used directly for 
irrigation or, where salinity reaches moderate levels, it could 
be diluted with surface supplies. In some instances, the 
salinity may be so high, with total dissolved solid content ex- 
ceeding 3000 PM., that ground water may not be usable at all. 
Keeping in view the aforesaid, a judicious conjunctive use of 
surface and ground water irrigation facilities could be 
planned, which would help to optimise the benefits of the to- 
tal land and water resources of the area. We may add that in 
certain States, under-ground water exploitation in canal ir- 
rigated areas is not permitted. In our view, such restrictions 
should be removed and the relevant administrative/legal or- 
ders should be rescinded. 

Consolidation of Holdings 

At present, one of the serious bottle-necks affecting 
agricultural planning and development, the excessive par- 
celisation of bigger holdings, is all pervasive. It is estimated 
that in size range of 25-30 acres, there are as many as eight 
parcels. Over and above the fact that each holding is broken 
into too many parcels, these parcels in turn are so haphaz- 
ardly laid out that, w'here irrigation is available, it is not 
capable of being used to the best advantage. The planning 
for land and water development as well as drainage and 
moisture conservation also gets vitiated in these cir- 
cumstances. 

At present, legislation for consolidation of holdings ex- 
ists in most of the States except Orissa, Tamil Nadu and 
Kerala. However, progress in this regard has not been sub- 
stantial except in three States, namely, Punjab, Haryana and 
U.P. Consequently, for the country as a whole, only 361 lakh 
hectares have been consolidated. This constitutes about 20 
per cent of the cropped area. Apart from such inadequate 
crops even after consolidation, farmers have been generally 
left with about three or four diq'ointcd parcels. 

A major defect of the present process of consolidation 
has been that this programme has not been explicitly related 
to a rational land development and proper soil and water 
management. The only step taken in this connection has 
been in Punjab where a rectangular map of a village under 
consideration is passed on to the Irrigation Department for 
the alignment of water channel, fixation of outlets and align- 
ment of main drains.- The Irrigation Department was re- 
quired to finish the job well in time so that the consolidation 
staff could keep it in view. In other States such as U.P., even 
these aspects have been generally missing. 

In the integrated development projects that we are 
visualising, consolidation of holdings is an important part of 
the programme. At the same time, since various kinds are 
subjected to land improvement and made homogeneous in 
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character, it is contemplated that, at the end of the operation, 
the lands of each fanner will be in one single place and will 
have uniformity of access to water channels, drainage and 
farm roads. 

Crop Planning and Agricultural Extension 

Since the various: land and water development 
programmes identified above involve considerable financial 
outlay, it is necessary that the developed land is put to op- 
timum use. This is essential both for increasing the produc- 
tion as also for enabling the farmers to discharge the finan- 
cial liability that they would have contracted. Intensive ex- 
tension work, in this context, will necessarily be an essential 
element. 

One of the major efforts required will be concerned with 
the evolution and propagation of appropriate cropping pat- 
tern. This would require adaptive research in the form of 
field verification trials. Hence in each integrated develop- 
ment project, a centre for adaptive research rhay have to be 
organised in each district selected for the project. Agricul- 
tural scientists drawn from various disciplines like agronomy 
plant protection, soil and water management, agricultural 
machinery etc. must be on its staff. -Such a centre will have to 
be backed up with a massive programme of demonstration 
and training of farmers in the scientific techniques of cultiva- 
tion. The on-going Plan schemes and programmes relating 
to these aspects must be dovetailed with similar activities un- 
der the project. 

Development of Infrastructure 

In the integrated development projects, it is self-evident 
that development of infrastructure covering items such as 
communications and road, agricultural credit institutions, 
facilities for marketing, processing and storage will be vital. 
In designing for the development of infrastructure, it will be 
necessary to identify what are called Growth Centres, i.e., 
small or intermediate size towns that have a high capacity for 
a growth. Under the Fourth Plan, the methodology for iden- 
tification of such growth centres has been sought to be 
evolved under a centrally sponsored scheme for pilot projects 
for growth centres. Broadly speaking, a Growth Centre is 
expected to provide for the following: 

(a) Banking and Postal facilities 

(b) Agro-services 

(c) Retail Depots for Input supply 

(d) Facilities for marketing of Farm Produce Market- 
ing yards 

(e) Storage and warehousing facilities 

(f) Vocational Training Centre 

(g) Information Centres 

(h) Shopping Centre 

(i) Local Administrative Office, wherever feasible 

(j) Veterinary Dispensary. 

• Without these Growth Centres and efficient marketing 
and storage systems, strangulation points will soon begin to 
appear. Thus, building up of an efficient infrastructure 
should proceed, at least proceed simultaneously, with the 
construction of an agricultural area development plan. 
Development of Small Farmers and Agricultural Labour 


As pointed out earlier (videpara 23 ) one of the pre- 
eminent objectives of integrated rural development is that 
the development promoted in the defined area should be as 
broadbased as possible, so that the large mass of the rural 
people, particularly the small farmers, marginal farmers, 
agricultural labourers are enabled to participate in develop- 
ment and share the benefits of such development At 
present, a certain number of projects started under the 
Fourth Five Year Plan are in operation in different parts of 
the country for this very purpose. The working of these 
projects has been going on for a limited period and it is not 
easy to draw very Firm lessons from the experience available 
so far. However, it will be necessary to build into the 
programme of integrated development some of the features 
of the SFDA and MFAL projects which have been found to 
be useful. By way of illustration, one might mention the 
device for enabling larger flow of credit to small farmers by 
providing a special risk fund to cooperative credit institu- 
tions. Another illustration concerns development of minor 
irrigation works on group basis through a provision of joint 
loans from credit institutions coupled with subsidy from 
Government. 

Legislative and Administrative Framework 

It would be seen that the integrated rural area develop- 
ment project visualised in this report will embrace a large 
variety of activities in terms of the present set up in various 
States. The following Departments /organisations are likely 
to be concerned with one or more of the following 
programmes: 

(i) State Soil Conservation organisation/department 

(ii) Revenue Department (in respect of Consolidation 
of holdings) 

(iii Irrigation Department (in respect of construction 
of drains/water courses) 

(iv) Agriculture Department (in respect of crop plan- 
ning, agricultural extension etc.) 

(v) Cooperative Department (in respect of marketing, 
processing and storage of infra-structure) 

(vi) SFDA/MFAL agencies 

(vii) Credit Institution. 

Among the existing State laws, the following legislations 
are likely to be relevant to the programmes visualised above: 

0) Irrigation and Drainage Act. 

(ii) Soil and Water Conservation Act or Land Im- 
provement Act 

(iii) Consolidation of Holdings Act 

Among the items and soil and water conservation 
schemes which can be provided specifically and are usually 
visualised under the Soil and Water Conservation Act are the 
following: 

(I) Measures against wind erosion and water erosion 
(sheet erosion, gully and ravine formation, bank 
cutting and floods) such as: 

(a) construction and maintenance of "mends’, "duals’ 
and "bundhis" and planning of munja, sarkanda or 
other soil binding grasses or plants thereon; 

(b) levelling of the land, grading and irrigation 
layouts; 
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(c) contour cultivation; 

(d) prohibition of growing ro w crops; 

(e) strip cropping; 

(f) growing of quick-maturing leguminous crops and 
close growing crops during rainy seasons; 

(g) green manuring and application of bulky organic 
manures, etc., compost farm-yard manures etc; 

(h) retirement of any land from cultivation if its con- 
tinuance under cultivation is prejudicial to this 
land or some other land; 

(i) control of grazing; 

(j) afforestation or planting of fruit trees or raising of 
pastures on any land for its protection from ero- 
sion or for the protection of any other land; 

(k) planting of trees or shrubs to serve as wind 
breaks; 

(l) control of the felling or topping of trees or 
clearance of bushes; 

(m) prevention from breaking of marginal and submar- 
ginal lands including "chamet" for cultivation pur- 
poses; 

(n) maintenance of surface mulches; and 

(o) adoption of suitable crop rotations. 

(II) Measures against water-logging and impended 
drainage, such as: 

(a) drainage of water-logged area to make it fit for 
cultivation; 

(b) conversion of water-logged area into ponds where 
drainage under clause (a) can not be economically 
done; 

(c) opening of drainage cuts; 

(d) pumping out the sub-soil water; and 

(e) increasing the number of culverts and aqueducts 
or widening the existing ones along railways, 
canals or road embankments. 

(III) Measures for improving sandy soils, such as: 

(a) construction of "mends", "duals" or "bundhis" and 
planting munja, sarkanda or any other soil binding 
grasses thereon; 

(b) levelling of land in irrigated areas; 

(c) prohibition of cultivation of sand dunes; 

(d) growing of legminous crops; 

(e) application of bulky organic manures, e.g compost 
farm-yard-manures eta; 

(f) maintenance of surface mulches; 

(g) control grazing; 

(h) creation of wind-breaks along canals, roads, rail- 
way tracks, fields, and other places wherever it is 
considered necessary for the purpose of checking 
the drafting sand; and 

(i) adoption of suitable crop rotations. 

(TV) Measures for prevention of user formulation and 
reclamation of user lands, such as: 

(a) drainage of both surface soil and sub soil where 
the water-table is high; 

(b) construction of bundhis and impounding of rain 
and canal water in places where the water-table is 
low with a view to washing down the injurious 
salts; 

(c) providing drainage cuts where there is water- 
logging; 

(d) application of gypsum and such other correctives. 


As regards the Irrigation and Drainage Act, the legisla- 
tion usually provides for powers to construct and maintain 
water courses and recover the cost thereof. Procedure is also 
prescribed for preparation of schemes for drainage works 
and for recovery of cost thereof from the cultivators. 

For the integrated agricultural development projects, 
that we are visualising it is obvious that a special project 
authority will have to be set up. Various alternatives are 
possible. It may be a project authority created and desig- 
nated by an executive order of the State Government; an al- 
ternative would be to set up a corporate body under the 
Societies Regulation Act. Another alternative would be to 
create a corporate body under the Companies Law. Finally, 
the integrated area development corporation could be 
created by a special law enacted by State Legislature. 

In making a choice out of these alternatives, the follow- 
ing relevant considerations need to be kept in view. 

(i) The project authority may have to carry out various 
land and water development works by invoking existing or 
new legislation governing activities such as soil and water 
conservation, consolidation of holdings etc. Hence the 
project authority should be of a type that is able to command 
a locus standi in such enactments by virtue of suitable 
amendments to be made in this regard. 

(ii) The project authority may have to incur expenditure 
on land and water development from its own funds and later 
on recover the cost from beneficiaries over a stipulated 
period. In such an event the authority should be enabled to 
attract institutional credit from commercial banks who may 
be able to get refinance from ARC 

(iii) The kind of manpower that would be required by 
the project authority will cut across various State depart-, 
ments and hence it may now be possible to place the project 
under one designated Department or the other. 

In view of the above considerations, it seems that the 
balance of advantage might lie in creating a project authority 
which has eventually a statutory basis but which may initially 
be set up as a corporation under the Company Law. 
However, such a corporation must be interlocked with the 
agricultural development administration of the district 
Hence the district collector should be the Chairman of the 
corporation as the relevant officers of Agriculture, Animal 
Husbandry, Dairying Cooperation, Irrigation, etc. might be 
acting on the board of directors. 

Economics of Integrated Land and Water Development 

Before concluding this chapter, we may also refer to a 
relevant aspect namely the economics of the proposed type 
of integrated land and water treatment from the point of 
view of the beneficiary farmers. In this connection, a certain 
amount of practical experience is already available. We can- 
not do better than merely enclose a paper prepared by 
Mr.DA. Sims, Technical Officer, UNDP, Chambal Land 
Project. He prepared this paper for a workshop on soil and 
water management held in March 1971. This paper gives the 
technical specifications of the land development plan. It also 
contains inter alia details about the costs and benefits to the 
farmers from the proposed type of Land and Water develop- 
ment works. 

Location and financing of pilot projects 
Location of Pilot Projects 
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While there are immense possibilities for implementa- 
tion of integrated development projects in canal irrigated 
areas all over the country, it is necessary to make a careful 
and selective beginning. We would suggest that, to begin 
with, 11 pilot projects may be taken up. These may be lo- 
cated in suitable districts which fall within the command of 
selected major irrigation projects. The districts chosen 
should be such that these are characterised by a significant 
lack of optimum utilisation of available water and land 
resources. 

In the light of the above criteria, the following districts 
are suggested for the pilot projects. 

1. Midnapur District (West Bengal): 

Midnapur District falls within the command of 
Kangsabati Irrigation Project. The Kangsabati Project en- 
visaged construction of dam across the river Kangsabati and 
Kumari in Bankura district of West Bengal, to irrigate 
3,84,465 hectares in Bankura and Midnapur districts. The 
Kangsabati Dam has been completed in 1965 and the Kumari 
Dam is expected to be completed in 1973-74. A potential of 
13 lakh hectares has been created by end of 1971-72 and this 
would increase to 2.63 lakh hectares by the end of the Fourth 
Plan. The command area will need development for achiev- 
ing the maximum benefit possible specially with regard to 
land levelling and shaping, consolidation, field channels, 
drainage, proper cropping pattern according to soil, and 
development of shallow tubcwells. Rural roads and market- 
ing, etc would also need attention. 

23>ambalpur District (Orissa): 

The Hirakud Project envisaged construction of a dam 
across Mahanadi river in Sambalpur district, Orissa, to store 
8,100 million cubic meters of water for irrigation of 6 lakh 
acres in Sambalpur district The dam has been completed in 
1957. The utilisation by the end of the year 1969 was 
reported to be 5.7 lakh acres . The utilisation of the poten- 
tial created has been lagging behind due to lack of command 
area development including field channel construction. 
There is scope for full utilisation of the potential and improv- 
ing the efficiency by development of the command. 

3. Bundi District (Rajasthan): 

This district is served by Chambal project Chambal 
Project consists of 3 reservoirs, namely, Gandhi Sagar, Rana 
Pratap Sagar and Jawahar Sagar, and one barrage at Kotab 
on river Chambal. The ultimate irrigation potential en- 
visaged is 235 lakh hectares. Against a potential of 1.74 lakh 
hectares created upto 1971-72, the utilisation is 138 lakh hec- 
tares. The command area of this project lies in Kotah and 
Bundi districts of Rajasthan. Within a short time of the intro- 
duction of canal irrigation, several problems like rising 
ground water table, increase in solid salinity, infestation of 
canals with equatic weeds, arose in the command area. 
These problems have not only adversely affected the utilisa- 
tion of irrigation potential but also resulted in low overall in- 
crease in agricultural production. There is need for land 
development including consolidation of holdmgs^onstruction 
of lined channels and field drainage for efficient and speedy 
use of the potential created and to prevent water logging. 
Proper regulation of water supplies and night irrigation also 
need special attention. 

4. Bhind District (Madhya Pradesh): 

The command area of Chambal Project in M.P.Iies in 


Bhind and Morena districts. The irrigabillty survey of the 
soil has already been completed. Irrigation from the Cham- 
bal Project started in 1961-62. Against the ultimate irrigation 
potential of 2.83 lakh hectares (now reported to be only 
2.01akh hectares) the potential developed up to 1971-72 was 
reported as 2.73 lakh hectares out of which the utilisation 
has been only 131 lakh hectares. With the introduction of ir- 
rigation the ground water table in certain areas has percep- 
tibly risen. This as well as the poor utilisation of irrigation 
potential is attributed to improper soil and water manage- 
ment in the command area, t.c. land shaping, water courses 
and field channels, field drainage and main drainage etc. 

5. Gorakhpur District (U.P.): 

This district falls under the command of Gandak Project 
Gandak Project is an inter-State Irrigation Project with the 
association of Bihar and consists of a barrage, a power-house 
and network of canal. The eastern main canal in U.P. is 
about 110 fc.m. long and would irrigate 3.1 Jakh hectares in 
Gorakhpur and Deoria Districts of Eastern U. P. The project 
started in 1961 is expected to be completed substantially by 
the end of Fourth Plan. A potential of 65,000 hectares has 
been created by 1971-72 against which a utilisation of 32,000 
hectares is anticipated. For efficient use of the potential 
created, soil and water management practices will have to be 
demonstrated and an area programme for command develop- 
ment has to be undertaken. Drainage and consolidation of 
holdings would need special attention. Roads and marketing 
also need attention. 

6. Raichur District (Mysore): 

Tungabhadra Project to service the drought affected sec- 
tion of Mysore and Andhra Pradesh was planned as a protec- 
tive system of irrigation for as large areas as possible. It has 
a dam and reservoir of capacity of 3 million acre feet to ir- 
rigate about 12 lakh acres of land. It is served by 3 major 
canals; the left Bank canal with a head discharge capacity of 
3100 cusecs to irrigate 5,80,000 acres in Raichur district of 
which 8% is localised as perennial, 10 % as wet and 82 per 
cent as light and dry-cum-wet. The corresponding figures for 
Right Bank low level canal of 2 300 c usees discharge are 16 
per cent, 10 per cent and 74 per cent respectively while the 
third, i.e., Right Bank High Level Canal with a head dis- 
charge of 4000 msecs Is entirely localised as dry-cum-wet for 
430,000 acres to be irrigated from July to November. The 
distribution system in the Right Bank HLC is, however, not 
yet fully developed. Considerable development with 
reference to the irrigation potential created remains to be 
achieved, chiefly under the command of the Left Bank Canal 
and Right Bank HX.G The main factors for under- 
utilisation of the irrigation potential are low discharge in 
canals, high duty factor assumed for different crops, slow 
development of land, unauthorised use of water in the non- 
localised areas and over-use in the localised areas, large size 
holding, inadequate credit and marketing facilities, con- 
siderable wafer logging and drainage problems on the left 
bank, etc. 

7. Muzaffarpur District (Bihar): 

The Gandak Project consists of a barrage and a network 
of canals designed to irrigate 113 lakh hectares in the four 
districts of Saran, Champaran, Muzaffarpur and Darbhanga 
of Bihar. Construction work on the project which was started 
in 1960 and the barrage and some portion of the canal system 
have been completed and the rest is in progress. The full 
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development of irrigation potential is planned to be achieved 
by end of Fifth Plan. Out of 2.0 lakh hectares potential 
created upto the end of 1971-72, only 0.6 lakh hectares is 
being utilised. Irrigation potential has not been fully ex- 
ploited due to slow development of land and its shaping and 
field channels and drainage, lack of adequate main drainage, 
fragmented holdings, poor communications and marketing 
facilities etc. The "Satta" system of irrigation prevalent at 
present also need to be changed. 

8. Calicut District (Kerala): 

Kuttiyadi Irrigation Project in Calicut district of Kerala 
envisages construction of a masonry dam across Kuttiyadi 
river to irrigate 31,000 hectares in Calicut district. The com- 
manded area constitutes the coastal area with deep alluvial 
soil, the low land, and deep sandy clay soils as well as the 
rolling land higher up with laterite soils. All these soils are 
suitable for irrigated cropping. The rainfall in the command 
area is about 2500 mm. mostly in the monsoon period. The 
crops grown are paddy and garden crops of coconut, 
arccanut, etc. Good progress has been made on the project 
and would have been substantially completed by the end of 
the Fourth Plan and would also start giving the benefits. In 
order to get the maximum benefits, it would be necessary to 
pay attention to land sharing, field channels, drainage, rural 
roads, marketing and storage etc. 

9. Jalgaon District (Maharashtra): 

Gima project envisages masonry dam across river Gima 
and a main canal of 144 km. The work on the scheme was 
started in 1958, and the project has been practically com- 
pleted. It would provide irrigation potential of 57,000 hec- 
tares in 1973-74. A potential of 48,000 hectares has been 
created so far. The utilisation by end of the Fourth Plan is 
expected to be 40,000 hectares. To get the maximum benefits 
from these irrigation facilities, it is necessary to devote atten- 
tion to land levelling and shaping, consolidation of holdings, 
field channels and field drainage and main drainage to 
prevent water-logging and salinity. Rural roads and market- 
ing facilities would also need attention. 
lOJammu District (Jammu and Kashmir): 

Tawi lift irrigation project envisages construction of 20 
miles long lined canal with water pumped from river Tawi 
near Baghu port in Jammu Division of J & K State. The 
scheme was sanctioned in 1969. The irrigation potential 
proposed is 13,000 hectares with the pumped discharge of 300 
cusecs. The command area has a rainfall varying from 800 
mm to 1500 mm. The water table level lies between 5.75 feet 
to 24.00 feet below the ground level. The command area 
needs to be developed with land shaping and levelling con- 
struction of water courses and field channels as well as field 
drainage for effective utilisation of the irrigation potential. A 
potential of 10,000 hectares is expected to be created by 
1972-73 with the ultimate potential of 13,000 hectares. 
ll.Guntur District (Andhra Pradesh): 

Guntur district is one of the districts of coastal region of 
Andhra Pradesh which falls within the command of Nagar- 
junasagar Project (Right Bank canal). The Nagarjunasagar 
Project envisages construction of storage dam across river 
Krishna which stands completed and two canals, one on 
Right side, length 127 miles (203 Km) to irrigate 11.74 lakh 
acres (4.76 lakh hectares) on the right Bank canal and 8.80 
lakh acres (3.56 lakh hectares) on the left bank canal. The 
project will benefit Kumool, Nalgonda, Khammam, Nellore 


and Guntur districts of the State. The works on the right 
bank canal have been completed in a length of 115 km. The 
earth work completed nearly accounts for 91 per cent. 

The entire project is expected to be completed in the 
Fifth Five Year Plan. Against the ultimate potential of 832 
lakh hectares,' potential of 4.13 lakh hectares was expected to 
be developed by 1971-72. This is expected to increase to 4.42 
lakh hectares by 1973-74. The utilisation upto 1971-72 was 
3.95 lakh hectares which is expected to rise to 4.00 lakh hec- 
tares by 1973-74. 

In order to utilise the potential developed speedily and 
efficiently, soil and water management practices will have to 
be demonstrated and an area programme for command 
development has to be undertaken. Field channels, roads, 
marketing drainage, consolidation of holdings etc, would 
need attention. 

In each of the selected districts, command areas of a 
number of minors should be identified preferably in different 
parts of the district. Each of these command areas will have 
to be taken up for integrated rural development broadly on 
the lines indicated in chapter IV. It should be the objective 
to take up, in selected districts, a cluster of commands so that 
in the first or the second year of the project, something like 
4,000 hectares are brought within the purview of integrated 
land and water treatment. As the effect of demonstration 
spreads, more areas can be taken up so that in a period of 
about three years or so, a sizeable proportion of the cropped 
area of the district can be brought within the various ele- 
ments comprising integrated rural development. 

Financing of Pilot Projects 

A large number of items arc envisaged as part of the in- 
tegrated development project Some of these items are at 
present financed under the various on-going schemes. 
Broadly speaking, the following could be considered as the 
mode of financing some of the major elements: 

(i) Technical and servicing staff and the expenditure con- 
nected therewith may be met entirely by the Government 
This should be an outright expenditure to be incurred by the 
proposed Integrated Rural Development Corporations. 

(ii) There arc certain common items concerned with con- 
struction of main drains and/or training of nallahs whose 
cost may also be met entirely by Government and, for this 
purpose, project funds may be utilised. 

(iii) For items such as land levelling, provision of water 
courses, and field drains, the cost should eventually fall on 
the beneficiary farmers and may be financed by way of long 
term credit. For this purpose, the farmers, wherever 
possible, may obtain direct credit from institutional agencies, 
such as commercial banks/land development banks. In cer- 
tain other cases, it should be possible for the corporation to 
undertake the works and recover the amount from the 
farmers over a number of years. The Corporation may, in 
turn, seek finance from institutional sources. 

(iv) The programme of rural works to be undertaken un- 
der the crash scheme for rural employment may be adjusted, 
wherever possible, so that part of the expenditure required 
on complementaiy public works may be met out of the funds 
provided under the scheme. 

The funds of each corporation conceived for individual 
pilot project may be derived in the following manner 
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(1) Grant given by the Govt, of India. 

(ii) Contribution to share capital by Govt, of India. 

(iii) Contribution to share capital by State Govern- 
ment 

(iv) Loans raised from institutional sources particularly 

commercial banks. 

In the initial stages, particularly during the remaining 
period of Fourth Plan, the Government of India alone may 
agree to provide a grant of Rs. one crore to each corpora- 
tion. In addition, we suggest that the Government of India 


may contribute to the share capital of the corporation. This 
contribution may spread over a period of 3 years. The size of 
the contribution may vary from Rs. 2 to Rs 4 crores depend- 
ing upon the scope and extent of operations envisaged in 
each project area. The specific details in this regard may be 
worked out by the Ministry of Agriculture through the State 
Governments who will have to prepare a detailed master plan 
for each project in the light of the genera! guidelines indi- 
cated by us in the proceeding chapter. A bench mark survey 
will form part of the exercise. 
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RECOMMENDATIONS 

Plan Approach to Employment Generation In India 

1. We agree with the general view that full employment is 
the most desirable goal of economic policies for the country. 
But the constraints in attaining this in India are well known. 
Under existing Indian conditions, the main problem is to 
render the citizen economically active and promote his 
economic and social rationality to move in step with the plan- 
ning measures aimed at increasing the rate of economic 
growth and assuring social justice. 

2. The First Five Year Plan had rightly recognised the 


need of maximum utilisation of idle manpower for develop- 
ment and of providing larger employment on rising levels of 
real income by increasing labour productivity. 

3. That policy holds substantially true even today. 
Labour intensive programmes were launched only during the 
second half of the Fourth Plan period, not earlier. But 
productivity of labour is still hampered by lack of workers’ 
education and organisational deficiencies. The absence of an 
incomes and wages policy might be a contributory factor for 
this situation. . 

4. Technological changes in organised industry have only 
marginally affected levels of employment. Capital investment 
was not properly spread to sustain employment opportunities 
because of rapid formation of monopolies Investment in 
agriculture was also, comparatively, at a lower level. Expan- 
sion of non-agricultural occupations was much smaller than 
the increase in the labour force. 

5. There has been no evaluation of Plan investments from 
the standpoint of employment generation. The Programme 
Evaluation Organization of the Planning Commission should 
be geared up for this purpose. 

6. The unemployment problem has been highlighted in 
relation to a few sectors only-organised industry and the 
educated in the urban areas. This has distorted the perspec- 
tive. Unemployment in all sectors of the economy should 
receive equal attention. ' 

7. The study of problems of unemployment in India has 
been largely influenced so far by concepts and definitions ap- 
plied to industrial employment in developed countries. 
Problems need to be studied differently. The temporal at- 
titudes, the different agricultural seasons, the general ecology 
and infrastructure of the particular area and the human 
characteristics etc., should be taken into account while for- 
mulating concepts for measuring employment on economic 
activity in India. 

8. If the general economic activity is accelerated through 
productive and gainful employment, the phenomenon of 
joblessness/woridessness could be kept under control. 

9. The Planning Commission should study the valuational 
problems involved in estimating social benefits/costs of plan 
projects from employment standpoint 

10. The extent of employment generated by a project and 
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the sustenance of at least a part of this employment later 
through maintenance works etc., are two very important 
aspects which should always be kept in view. 

11. Since the Annual Plan 1972-73, special schemes for 
employment generation have got submerged in a mixture of 
projects. There is need for proper coordination at various 
levels to see that the employment aspect does not suffer. 

12. The labour saving, capital intensive industries should 
be properly inter-related with other sectors so that capital 
formation could be cumulatively accelerated at a higher rate 
ploughing back addition to national income resulting in a 
general increase in the rate of growth as well as increase in 
the levels of productive employment. 

13. The Planning Commission should work out employ- 
ment norms for Fourth Plan programmes as early as pos- 
sible. 

14. Projects should be formulated not at 1960-61 prices, but 
at more realistic price levels. 

15(a) New capital-output and capital-labour ratios should 
be worked out for the organised industry. The technique of 
calculating employment norms needs refinement. Employ- 
ment norms should be worked out on a district/groups of 
districts/ State basis. This would help the Planning Commis- 
sion in evaluating employment generation programmes on 
the spatial axis involving the^ co-operation of two or more 
States towards the solution of a common problem. 

(b) The efficiency of the performance of the State Bureaux 
of Economics and Statistics to deal with employment 
problems and research needs to be improved. 

16. The Planning Commission should lay down fresh 
criteria for project formulation in consultation with all 
Central Ministries and State Planning Departments, etc. 

17. The Centre should evaluate the emergency employment 
schemes on the following three criteria suggested by the 
I.L.O: 

(i) the speed and effectiveness with which the schemes 
create jobs in the area or where action is needed; 

(ii) the extent, nature and importance of the immediate, 
incidental (other) effects of the schemes; 

(iii) the nature and importance of the long-term effects of 
the schemes on economic and social development, and in 
particular on the long-term employment situation. 

18. In the absence of a specific employment oriented plan, 
economic projects have had no specific objective of employ- 
ment generation as such. 

19. (a) Excessive importance attached to economic aspects 
of the projects has led to the neglect of human or social side 
of employment and the many-sided social problems resulting 
in labour disputes etc. Therefore, every employment 
oriented project should be primarily based on a pre-plan as- 
sessment of the physical resources of the area, particularly 
the socio-economic e.g.characteristics of the population to be 
covered. The tempo to the systematic and progressive build 
up of employment creation in the areas over the period of 
the projects should be assessed. 

(b) Tire increasing use of quantitative approach in im- 
plementation has to be leavened by supplying the focus on 
the sociological aspects and evaluating the consequence of 
employment involving human labour. 

20(a) Theoretical approaches of welfare economics do not 
assist us in India in employment problem. 

(b) The extent of cross-subsidisation in industry and 


agriculture should be assessed as the general complaint about 
lack of adequate incentives by the producers in 
industry/agriculture is not borne by the facts relating to 
profitability ratios in both sectors. 

21(a) The family planning programmes have not ade- 
quately integrated the economic reasoning behind them in 
relation to employment and unemployment although they 
have sought to convey this in terms of the general welfare of 
the family. 

(b) The importance of the growth of the total annua] out- 
put and the stock of capital at a constant proportionate rate 
compounded at the rate of increase of labour force and the 
rate of increase of output per man is an extremely idealistic if 
unattainable goal and for the coming years of the Fifth plan 
period it is the improvement of social and economic 
rationality through the conscious limitation of family size that 
will supply it flesh and substance rather than feverish 
programmes at a tremendous cost of sterilisation among the 
ethnically robust sections of the people whose reproduction 
rate requires to improve rather than be artificially reduced. 
We agree that this is a debatable issue. 

22. There should be a central institution for doing man- 
power analysis in relation to the general employment levels 
in the country. Its activities should form the basis for draw- 
ing up employment plans. 

23 (a) The Programme Evaluation Organisation data of 
bench mark coupled with Census data should increasingly as- 
sist employment project formulations to a greater extent than 
the surveys of the National Sample Survey Organisation. 

(b) The State Planning Boards should be put on a per- 
manent footing and strengthened to aid the Planning 
process. For this purpose the Centre should take immediate 
steps to ascertain their requirements of personnel, material 
facilities and similar essential considerations. 

(c) As soon as the detailed tables of the Census, 1971 and 
the latest NSS rounds are available, the data base of the 
States should be strengthened. 

24. ~* Educational planning in India should produce, a more 
economically active individual and not the anonymous entity 
of the unemployed man as at present 

25. The aspect of vocationalisation in education should be 
neither underestimated nor overemphasised. 

26. At the elementary level (6 to 14 age group) the practi- 
cal work within the class-room or outside should aim at 
making it a part of the curricular in order to promote a bet- 
ter understanding of what the children learn in school and 
what they see outside 

27. (a) liberal education should be reality oriented to 
enable the students to become practical in their outlook. 

(b) The general school education, not exceeding 11 years, 
requires to be broad based on the liberal education covering 
arts, science, language, mathematics and practical work, un- 
less this is bifurcated into a system of vocational training 
course. 

(c) Vocational training courses should start after comple- 
tion of libera] education which gives the students better 
preparation for undertaking and utilising vocational courses. 

28. It is necessary to bring about a transformation in the 
mental attitude of the student and not merely in his manual 
or professional orientations prematurely, without the 
preparatory phase of the former. 

29. A professional education of a highly vocational type 
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can bring about a serious alienation of the minds of the 
medical graduates and others from the prevailing national 
realities. It is, therefore, necessary to bring the element of 
national purpose by the special reorientation of professional 
courses which are subject to this hazard. 

30. The task of educational planning should not stop at 
providing jobs for the educated but also extend to assessing 
the economic and social benefits derived by the society at 
large through such employment. 

31. Manpower planning has not adequately respondend to 
the challenges of the situation and needs overhauling. 

32. Alongside manpower planning and employment gener- 
ation the following aspects also need consideration: (a) 
economic regionalisation of the State within whose matrix 
the project-district figures, (b) the geographically conditioned 
labour market of the area and the mobility of labour within it 
as between agriculture and industry, and (c) the genera! level 
of patterns of employment within the district governed by the 
percentage of backward communities, absentee landlords, ab- 
sence of industry and similar indicators of backwardness. 

33. The technological development in agriculture in recent 
years has a definite additive character to unemployment and 
cannot be explained away under planning. Corrective steps 
should be taken by the Government in supplying a proper 
focus to labour studies in relation to agriculture with em- 
phasis on socio-economic characteristics 

34. Market centres or market towns should be developed 
so that these could provide employment opportunities in 
agriculture, industry and commerce. 

35. The appointment of Task Force by the Planning Com- 
mission to promote a developmental inter-action and the 
consideration of various schemes that have a laige employ- 
ment potential is a step in the right direction and is wel- 
comed. 

36. The move to replace segmental or partial approach m 
development with holistic or integrated programmes at spa- 
tial planning is welcomed. 

37(a) The recommendation of the Joint Workshop on 
Employment Generation (New Delhi, August 2nd to 7th, 
1972) that industrial planning at various administrative levels, 
particularly at the time of industrial licensing, should pay 
more attention to inter-industry linkage and possibilities of 
breaking down industrial processes with a view to evolving 
ancillary arrangements is welcomed. 

(b) Another recommendation of the Joint Workshop that 
Area Development Authorities should be set up to begin 
with in areas with already existing industrial complex is en- 
dorsed. 

38. Town and Country Planning Organisations should be 
involved in drawing up inter-related projects covering rural 
and urban areas under the Minimum Needs Programme spelt 
out in the paper "Approach to the Fifth Five Year Plan", to 
which rural housing should be added, 

39. The practice of giving 100 per cent grants to the States 
for preparation of urban' and regional plans should be 
revived so that the State Governments may move in con- 
sonance with the spirit and requirements of a national policy 
on urbanisation through proper town and country planning 

An Examination of the Ongoing Central Schemes under the 
Fourth Fire Year Plan 


40. The problem of absorbing matriculates in suitable jobs 
constitutes the veritable core of employment strategy for the 
coming years. 

41. Unemployment among the matriculates and the scien- 
tific and technical personnel has a pervasive effect on the 
morale of the country. Their absorption, therefore, is very 
important. 

42. Delayed provision of infrastructural facilities has ham- 
pered implementation of employment schemes in many 
States. The non-utilisation of funds earmarked and sanc- 
tioned for schemes to the full extent is clear indi-cation of 
operational difficulties. 

43. Full details of the stages upto which the Central 
schemes have been implemented, the extent of utilisation of 
funds and the evaluation of the major difficulties encoun- 
tered at the initial stages were not available. This was a big 
handicap faced by the Working Group. 

44. All employment oriented schemes should have ade- 
quate supporting statistical bases. Employment generation 
through a scheme should be well defined in terms of 
economic, financial and organisational criteria to produce 
desired results. 

45. The new agricultural strategy embodied in the Fourth 
Plan is a significant departure from previous efforts and em- 
phasises, inter alia, the provision of productive and gainful 
employment to the rural population. 

46 The disaggregated approach outlined in the Planning 
Commission paper "Approach to the Fifth Five Year Plan" is 
welcome. 

47. The recommendations and detailed findings of the Na- 
tional Seminar held in New Delhi between Apnl 11-13, 1972 
on the SFDA/ MFALA Schemes are endorsed. 

48. The SFDA Scheme should be continued in the Fifth 
Plan period and extended to all the 225 industrially backward 
districts identified so far. 

49 (i) The SFDA and MFALA can adopt the area 
development approach, (ii) The Agencies should see that in- 
frastructural facilities are available at the places where the 
programmes have to be implemented, (in) The Agencies 
should function in close cooperation with the State Govern- 
ments and administrations of the Union Territories. 

50. The procedure of identification of small ■ fam\ers 
should be streamlined and made uniform through'but the 
country leaving no scope for favouritism and malpractices 
These should be viewed before the end of the Fourth Plan 
period. For this purpose, regional workshops of the SFDAs 
may be organised. 

51 (i) The recommendation of the National Seminar that 
as far as possible small compact areas or blocks should be 
selected is endorsed, (ii) The criteria adopted in the Annual 
Plan, 1972-73 for integrated rural development whereby the 
location of the SFDA or MFALA in a district has been in- 
cluded is endorsed. 

52 (a) There is duplication of effort as two or three dif- 
ferent agencies within the same IADP district arc implement- 
ing the SFDA and MFALA. This should be checked. 

(b) To implement and coordinate the SFDA and MFALA 
programmes, high level officials should be more intimately 
involved along with the project officers. 

53 (a) The State Governments should give importance to 
the coordination of the SFDA/ MFALA programmes with 
their other ongoing programmes in an area. 
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(b) The employment exchanges should have complete in- 
formation about all the educated categories employed in the 
various projects in an area/district. 

54. For tiie success of the subsidiary occupations included 
in the SFDA and MFALA projects, arrangements should be 
made for supply of high yielding breeds of cattle and fodder, 
provision of veterinary services and marketing and cold 
storage facilities. 

55. To have integrated rural development administered by 
one agency, the SFDA and MFALA programmes should be 
merged. 

56. Under the CSRE wage payments should be made 
more flexible to include wages in kind also 

57. The recommendation of the Interim Report that the 
allocation of funds should not be uniform for each district 
but allocated after taking into account its population, state of 
agricultural development and other relevant factors is en- 
dorsed. 

58. The recommendation of the Interim Report that the 
organisation for the implementation of CSRE should be 
strengthened and pilot projects in small compact areas 
should be undertaken in selected districts as action-cum- 
study programmes so that the problems faced under different 
conditions may provide guidance for planning more com- 
prehensive programmes of employment and infructuous ex- 
penditure avoided is endorsed. 

59. Before formulating schemes of the nature of the 
CSRE efforts should be made to conceive pilot projects in 
suitable areas. Unless this is done much of the expenditure 
incurred will be infructuous. 

60. Evaluation of the CSRE should be undertaken and the 
problems and difficulties encountered in implementation of 
the scheme should be attended to. 

61 (a) The salient feature of the Rural Employment 
Guarantee Scheme of the Maharashtra Government should 
be incorporated in the CSRE during the Fifth Plan period. 

(b) The Fifth Plan should embody the strategy of sys- 
tematisation of employment planning at the District and 
State levels and the reinforcement of local finance of 
panchayats through appropriate methods. 

62. The scheme for Rural Works and Labour Intensive 
Activity in the chronically drought affected areas should be 
systematically evaluated before its continuation in the Fifth 
Plan period. 

63. The evaluation of the schemes for the development of 
infrastructural facilities like roads and regulated markets, 
started in 1969-70, should be completed before the end of the 
Fourth Plan period. 

64. The survey of regulated markets conducted by the 
Directorate of Marketing and Inspection, Department of 
Agriculture is closely related to the reorganisation of the dis- 
tributive trade in the country. The implications of employ- 
ment generation should be studied in relation to internal 
trade organisation, export sector etc 

65. Because of the success of the green revolution, more 
attention should be paid to Growth Centres and market 
towns in district planning during the Fifth Plan period. 

66. To make the Drought Prone Areas Programmes suc- 
cessful, the district officials should draw up master plans 
which could be dovetailed into some kind of long term plans 
of the district which should be given special attention in the 
Fifth Plan period. 


67. Master Plans for rural works are usually drawn up by 
the Project Officer who is generally the District Collector. 
As the District Collector is the most busy officer in the dis- 
trict, he is not in a position to do full justice to all the minute 
details of the drawing up of the plan. The possibility of 
seconding him with officers of the Indian Economic Service 
may be examined. 

68. To have accurate statistical data to back the district 
Master Plans, the possibility of posting members of the In- 
dian Statistical Service to the State Bureau of Economics and 
Statistics should be explored. The Project Officer should be 
provided with guidelines for adopting multi-disciplinary 
perspectives to have an overall view of the totality of the so- 
cial and economic life prevailing in the district 

69. In cases where the Master Plans have been prepared 
before the implementation of the Rural Works Programme, 
wherever a multi-disciplinary approach is possible, it should 
be adopted for improving the contents of the master plans in 
keeping with the mix of the programme. 

70. In the preparation of master plans and the implemen- 
tation and evaluation of employment intensive schemes the 
administrative officers should be involved in all data collect- 
ing agencies so that they acquire the requisite insight into the 
socio-economic life of the district. 

71. The issues of employment generation in the 
countryside cannot be divorced from labour conditions in the 
rural areas which had been subordinated to the basic issues 
of enlarging the scope and coverage of the new agricultural 
technology. 

72. Over 30,000 farming cooperative societies should be 
provided with Secretaries from among the degree holders of 
the educated unemployed during the Fifth Plan period. 

73. To improve the employment potentials in the rural 
areas, studies for conversion of dry lands into wet lands may 
be undertaken by all the States concerned with the objective 
of minimising the risk of frequent failures of dry crops be- 
cause of drought. These studies should be financed as 
Central schemes on 100 per cent grant basis during the Fifth 
Plan period. 

74. To explore the possibilities of additional employment 
for non-viable small fanners and landless labourers, large 
number of studies in land and tenancy reforms should be un- 
dertaken for effective policy formulations and there should 
be better co-ordination between Government research insti- 
tutions and agricultural universities, agro-economic centres, 
the Indian Council of Agricultural Research, etc. 

75 r The main problem of widening participation in the 
SFDA and MFALA programmes is the comparative neglect 
by the Agencies of the existence of share croppers or the 
farmers who cultivated land on oral lease basis which has ^.n 
important bearing on the question of viability cl .smaii 
farmers. The studies conducted by the Agricultural Creht 
Department, Reserve Bank of India in Pumea District and 
the SFDA in Mysore District have stressed the importance of 
devising measures by which full credit facilities and other in- 
puts are provided to farmers who cultivate land on oral basis 
or share-cropping basis. The recommendations of the Tal- 
war Committee should be implemented by the State Govern- 
ments. 

76. With the rapid increase of population and only mar- 
ginal additions to land through new acreage brought under 
cultivation and through multiple cropping the man-land ratio 
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has deteriorated. The new agricultural technology has been 
introduced keeping this fact in view. Therefore, the agricul- 
tural sector will hardly be in a position to create enough new 
employment opportunities for the swelling labour force. The 
absorption by the industiy can at best be only a small frac- 
tion- However, the experience of the Khndi and Village In- 
dustries Commission and many other similar bodies has 
shown that sometimes artificial scarcity of agricultural 
products has been created on account of their development. 
To have a clear picture, a detailed study of the availability of 
labour force in each State for catering to both industrial and 
agricultural'Sectors should be undertaken to their shifting re- 
quirements throughout the year. 

77. Industrial development appears to have followed an 
erratic course without taking into consideration inter-sectoral 
problems of rural labour force. There should be proper 
manpower planning and a nexus should be created between 
industrial and agricultural labour force in all States. 

78. The rural works programme should be implemented 
vigorously to solve the problem of unemployment and 
under-employment of rural labour. It could be supple- 
mented by rural electrification, inland water transport, coas- 
tal shipping, animal husbandry and land reclamation 
wherever feasible. The allocation for these programmes 
should not be diverted to other projects If necessary, 
Central assistance should be stepped up to make up State 
deficits 

79. "Under the new agricultural strategy mechanisation has 
relegated the issues of human labour and employment 
problems to the background. It is said that the landless 
labourers and small farmers have derived little benefit and 
the profits have gone only to the richer fanners. These ques- 
tions need to be examined by the Panel and the other work- 
ing groups. 

80 (a) The problems of (factorisation and labour displace- 
ment differ from area to area. The research studies con- 
ducted so far are not balanced and require to be multi- 
disciplinary and nationally oriented for general policy for- 
mulations. 

(b) The use of tractor is substantially a measure of agricul- 
tural development. Government should not slow down trac- 
torisation and impede food production simply because of 
criticism based on uneconomic uses of tractors. Mechanisa- 
tion should be introduced in areas where there is con- 
siderable educated unemployment, c.g., In the southern 
States. 

(c) Rural house construction should be linked up with 
rural electrification and their mutual impact on employment 
generation ascertained through specific studies. For this pur- 
pose, developed tractoriscd areas should be given priority. 

(d) The Government should adopt a firm policy on trac- 
torisation based on the realities prevailing in the country. 

81. The recommendation of the National Commission on 
Agriculture regarding reinforcing the State Agricultural 
Department by employing specialists, extension officers, etc, 
is endorsed. 

82. From I960, enormous data about Indian agriculture 
has been collected by the Government, private institutions 
and foreign based institutions. Their cumulative Impact has 
not reflected on employment generation policies. A high level 
Committee should be appointed to bring out the need and 
lines of coordination in the collection of data among the 
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various institutions. 

83. The Bureaux of Economics and Statistics in the States 
should be strengthened and there should be regular flow and 
feed back of information between the Central and State 
Governments. 

84. There may not be much direct employment potential 
in power schemes as such, but the availability or power would 
generate indirect employment potential. 

85. Adequate planning should be done and organisational 
measures instituted to achieve power targets Detailed inves- 
tigations of specific projects, taken up sufficiently in advance, 
oiler substantial scope for gainful employment of engineers 
of different disciplines. 

86. Energisation of one industrial service can give employ- 
ment to about four persons on an average. Potentialities of 
employment generation through rural electrification, ihcre- 
forc, appear lobe very attractive. 

87. The recommendations of the Committee or Members 
of Parliament about the working of the Rural Electrification 
Corporation are endorsed. 

88. Greater attention should be paid to the acceleration of 
rural electrification in the backward States The approach of 
the Ministry of Irrigation and Power in this regard is com- 
mended. 

89. To the extent breakdowns, industrial strikes and power 
crises are averted and power consumption in rural industries 
and ngro-based industries encouraged, employment oppor- 
tunities would increase. Reopening of closed units of in- 
dustries and multiplying the present number of shifts for 
fuller utilisation of capacity arc directly related to more 
employment. 

90. Reduction in transmission losses through the use of 
modem equipment and methods should receive the urgent 
attention of the Ministty or Irrigation and Pow’cr, through 
modification of the Electricity Act, if necessary. 

91. High consumption of electricity in the niraJ areas con- 
fers several intangible and indirect benefits which have wel- 
come effects on working lime schedule, improvement of 
working hours of industrial units and improvements in the 
reading habits of the people, greater participation in com- 
munity institutions and the general face lift of the villages. 

92. An evaluation of employment generation through rural 
electrification after 1965 should be undertaken by the 
Programme Evaluation Organisation, Planning Commission 
with special reference to the scope for expansion of the 
present scheme during the Fifth Plan period. 

93. According to current employment norms, an invest- 
ment of rupees one crore in minor irrigation generates 
employment of 13 million man-days. An investment of Rs. 
1,470 crores during the Fifth Plan period would generate 
employment of over 1,900 million man-days. If the outlay is 
doubled, employment generated would be over 3,800 million 
man-days. 

94. The railways should take greater interest in the collec- 
tion of statistics of labour employed by the contractors doing 
railways’ wtrrk. As most of them arc rural landless labour, 
the Railway Board should bring out in clear terms the benefit 
accruing to the rural communities through their employment. 

95 (a)Apart from studying transport economics for which 
the Railway Board has established a chair in the Delhi 
University, the Board should commission studies by the 
universities or by the Indian Council of Social Science 

73 



Research to cany out surveys of all types of rural labour 
employed in the railways, their socio-economic characteristics 
and the social benefit accruing to the community in particular 
areas in this way. 

(b) The experience of the railways in recruiting casual 
labour will throw light on the basis of creating a land army in 
areas having abundant unemployed labour which could be 
utilised for rural reconstruction programmes. 

96. It is important to collect statistics of casual labour 
employed by the railways. The provision of housing to casual 
labour should be examined by the Railway Board. 

97. Construction of houses for the railway staff, their 
renovation, expansion, etc., can give employment to a large 
number of persons in the secondary and tertiary sectors of 
the surrounding urban areas and villages. This matter 
should receive the special consideration of the Railway 
Board. Special studies on the subject may be undertaken. 

98. The railways provide educational, medical and health 
facilities for their staff at considerable cost. These are ap- 
preciated. The railways should strengthen these activities for 
the general welfare of the community. Any extra expenditure 
involved in schemes of improvement of health, medical, 
educational and other social facilities undertaken by the rail- 
ways should be subsidised by the Central Government. 

99. Railway projects are labour intensive and employment 
generation in the railways is substantially linked with 
programmes of developing feeder roads that help to utilise 
the existing assets at higher optimum levels. Current 
schemes for construction of feeder roads should be given 
priority in implementation and the employment generated 
thereby should be evaluated. 

100. There is great scope for employment generation 
through the doubling of works, conversion of lines and the 
starting of new lines. There is considerable employment 
potential for engineering, teaching and supervisory staff as 
well as labourers in all Jhesc activities. All such schemes 
should receive Government’s special attention. 

101(a) Movement of commodities and passengers genera- 
tes lot of other economic activity which provides employ- 
ment. The Railway Board should undertake special studies 
to find out the quantum of such activity and employment 

(b) The Railway Board should carry out studies on the re- 
quirements of transport facilities involving the expansion of 
railways to connect various sections of industrial production, 
such as steel mills, fertiliser plants, cement factories, thermal 
power stations etc., as specific steps relating to employment 
generation. 

(c) The Railway Board should strengthen their research 
establishments, and supply greater information to the public 
than has been hitherto made possible through reports etc. 

102. The potentialities of employment generation in roads 
and road transport are directly linked with the opening up of 
new areas for economic exploitation, for integration of rural 
and urban economies and for quickening the pace of overall 
development that constitutes a basic necessity for the 
population at large. Roads have the advantage of reaching 
the farthest nook and comer of the country thereby con- 
tributing greatly towards the objective of better diffusion of 
economic development. 

103. Road construction and its expansion offers the poten- 
tiality of decentralised employment and acts as a forerunner 
for all other employment in economic activity in under- 


developed and backward areas. This has also been attested 
by the findings of an enquiry undertaken during 1958-59 by 
the National Council of Applied Economic Research 
(NCAER) at the instance of the Ministry of Transport. The 
Planning Commission are understood to have entrusted 
another similarstudy to the NCAER recently. 

104. (a) According to the employment norms identified by 
the Planning Commission at the time of the preparation of 
the Third Plan, Rs.one crore invested in roads generates an- 
nually 10,435 jobs as contrasted with 8,000 jobs in forestry, 
7,000 in irrigation and 5,000 in agriculture and housing. The 
employment-investment ratio in small scale industries, rail- 
ways, large industries, etc. for the same amount works out to 
only 2,000 jobs or less. 

(b) An investment that gives rise to 17.9 jobs in the rail- 
ways or to 16.3 jobs in large and small scale industries 
would yield 100 jobs in road programmes. Thus, for the 
same level of investment, employment in road and road 
transport can increase five and a half times more than in rail- 
ways and slightly more than six times in large and small in- 
dustries. 

105. Road development in this country, in spite of its multi- 
fold benefits, has not kept pace with the requirement. Poor 
and inadequate road net-work has been one of the main 
obstacles in making effective use of the country’s vast natural 
resources. Though some progress has been made in extend- 
ing and improving the existing road net-work in the country 
since independence, yet the position as regards road length 
compared to many other countries is rather depressing. 

106As in the case of rural roads, the development of na- 
tional highways (which are (he main arterial roads running 
through the length and breadth of the country, connecting 
capitals of States, major ports and foreign highways at inter- 
national borders) has not followed the targets laid down in 
the 20 Year Road Development Plan (1961-81) drawn by the 
Chief Engineers in the year 1958. As the main carriers of 
long distance road traffic, National Highways bear heavy traf- 
fic at an increasing rate of about 8 per cent per annum. The 
system, at present, carries about 30 per cent to 40 per cent of 
the total road traffic, both goods and passenger, in the 
country, although its length is only about 7 percent of the to- 
tal surfaced road mileage in the country. 

107Apart from narrow and thin pavements, there are 
other deficiencies in the form of weak and narrow bridges 
and culverts, submergible bridges, causeways and dips and 
busy railway level crossings on the existing national highways 
which need to be removed. A survey carried out on the na- 
tional highway system in 1968 revealed that bringing the ex- 
isting national highway system to proper standards with two 
lane carriageway, would involve a tdtal cost of about Rs.1,300 
crores. Though some of the workjpf removal of deficiencies 
has been undertaken during the Fourth Plan period, there 
remains a lot to be done during Fifth Plan period. 

108. During the first half of the 20 year plan, only a meagre 
length of 1056 kms. was added to the national highways sys- 
tem compared with the targeted increase of about 29,000 
kms. for the 20 year period. 

109. A length of only about 1,53,600 kms. has been added 
to the country’s road system during the first half of 20 year 
Plan as against the targeted increase of 4,54,800 kms. oyer 
the whole period. The total expenditure on roads during 
1961-72 was Rs. 1,163 crores compared with the outlay of 
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Rs 1,925 ctores recommended for the same period in-the-20' 
year Plan. The extent of backlog in financial outlay needs to 
be viewed in the light of the fact that the 20 year Plan’s cost 
figures were based on 1958 rates, and as such, funds required 
for the physical completion of the work would be much more 
than those estimated in 1958. 

HO.The report of the Chief Engineers on road develop- 
ment plan for India (1961-81) laid emphasis on providing 
employment to technical personnel by increasing the annual 
intake of graduate engineers from about 400 in the first year 
(1961) to about 750 in the 20th year (1981). Similarly, 
diploma holders were estimated to have employment oppor- 
tunities increasing from about 1,140 in 1961 to 2,150 in 1981. 
The corresponding figures for technical personnel 
(draftsmen, tracers, surveyors, etc.) were 1,200 in 1961 and 
2,400 in the 20th yearns we are in 1972 with over half of the 
20 year period already behind us, we find that employment of 
graduate engineers and other categories envisaged by the 
Chief Engineers has not been achieved to the extent an- 
ticipated. 

111. Road development has not been given its due share in 
spite of its huge contribution to the national exchequer. The 
ratio of expenditure on road development to the revenue 
derived from road transport was 66 per cent in 1952 and -355 
percent in 1969. Apart from inadequate finances, absence of 
assured funds has been a factor inhibiting proper and 
planned development of roads in the country. The estab- 
lishment of a non-lapsable Road Fund to which all the 
proceeds of vehicles licensing, taxation, fuel oil duties, import 
duties on motor vehicles parts and driving licence receipts 
should go is the answer. A part of the fund could be diverted 
to general taxation for defraying the administrative costs as- 
sociated with the control of motor transport- in the public in- 
terest. 

112. The employment potential per unit of investment in 
road transport is much higher than that in the Railways. In 
the large national interest, road and rail transport need to be 
developed as complementary to each other. For the purpose, 
it is necessary to spell out the projects in both the modes in 
terms of location and timings. 

113. Thc potentiality for additional employment in road and 
road transport can be developed by increasing the labour In- 
tensity of road transport services and techniques of road con- 
struction. 

114. With the growth of the road transport industry, the 
other linked industries such as automobile manufacturing, 
motor repairing and servicing, tyre retreading, paint varnish- 
ing eta, are also developed. 

115. The target for the production of commercial vehicles at 
60,000 for 1967-74 is on the lower side. The target of buses 
at 1,15,000 is also inadequate. The target for production of 
tracks at 4,70,000 also needs to be raised. Increased produc- 
tion of commercial vehicles will assist the State Transport 
Undertakings to reduce the congestion in passenger traffic 
and add to their incomes through opening of new bus routes 
to reach out distant parts of the States/Territories. 

116.1n the interest of regulation and development of inter- 
state Road Transport and expansion of the spread effect of 
employment generation, all coordinating transport organisa- 
tions should hereafter keep a dose watch on the extent of 
employment resulting from the process. For this purpose, a 
special cell should be set up in the Ministry of Shipping and 


Transport which should study this aspect constantly and co- 
ordinate its work with the State Bereaux of Economics and 
Statistics, Planning Boards and State Transport Authorities. 

117.Without effective finanda! assistance from the Central 
and State Governments, either through adequate Plan provi- 
sion or by reduction of direct taxation burden, road transport 
development is likely to suffer a serious set-back. Without 
an integrated plan of road and road transport development, 
the investment in roads would remain largely infructuous. 
Comparative studies in the performance of nationalised 
transport undertakings should be carried out to assess the ex- 
tent of employment generation and the scope for sperial 
planning within the States. 

118.Studies should be undertaken under the auspices of the 
Planning Commission on the basis of projections regarding 
the possible mutual impact of a continuing state of competi- 
tion between the railways and the roads in regard to freight 
transportation. This may be done in the light of an employ- 
ment plan keeping in view the centres of economic activity in 
the country that have come up over the past few decades. 

119. The development of roads and commercial transport 
should not be permitted to slide down on account of smaller 
outlays and to suffer as they assist in relieving the pressure 
on the railways and promoting construction activities in 
several regions not served by the railways at present. 

120. The comparative advantages of expanding road 
transport vis-a-vis the expansion of railway traffic should 
receive the attention of the Government in particular areas 
that offer scope for expanding rural employment during slack 
seasons in agricultural production. 

121. The strategy of employment generation during the 
Fifth Plan period should be wholly based on the systems ap- 
proach that is in vogue in advanced countries. The employ- 
ment potential of this vast sector should be reviewed by the 
Committee on Transport Policy and Coordination based on 
the systems approach before the end of the Fourth Plan 
period. 

122. Road construction work in the metropolitan cities of 
Bombay, Calcutta, Delhi and Madras should be expedited 
during the remaining period of the Fourth Plan; there Is a 
large concentration of unemployed labour in these cities who 
could be employed. 

123. The recommendations of the Planning Commission’s 
Working Group on Metropolitan Transport Services (1970) 
should be implemented. 

124. Quick transportation and traffic studies of growing 
cities like Ahmedabad, Bangalore, Hyderabad, Kanpur and 
Poona should be undertaken keeping the employment pos- 
sibilities in view. 

125 .Steps should be taken to complete port projects on 
schedule and realistic projections of traffic in various bulk 
commodities like petroleum, oil and lubricants, iron ore and 
fertilisers keeping the employment aspect also in view) 

126.To the extent difficulties faced by the ship building in- 
dustry in obtaining sanctions for essential imports because of 
constraints on foreign exchange resources, delay in supplies 
of equipment eta, and in procurement of steel could be 
removed, and the capacities fully utilised, more employment 
could be generated. 

127.1nland water transport system has considerable 
employment potential in Andhra Pradesh, Assam, Bihar, 
Gujarat, Jammu and Kashmir, Kerala, Maharashtra, Mysore, 
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Orissa, Tamil Nadu, Uttar Pradesh, West Bengal and Goa. 
Lack of proper maintenance of navigable water-ways and the 
poor organisation of inland water transport have combined 
to depress employment levels in all these states. If the sys- 
tem approach is adopted, the importance of inland water 
transport in conferring benefits on the economy of these 
States would be fully brought out. An economic appraisal of 
the inland water transport schemes in the above light is 
necessary. 

128. Lack of proper organisations in the riverine States is 
one of the reasons for the slow progress of the scheme. The 
question of speedy establishment of necessary organisations 
should be taken up with the State Governments concerned. 

129. Non-availability of dredgers and other equipment is 
another handicap which needs the attention of the Ministry 
of Shipping and Transport 

130A11 the unimplcmented recommendations of the In- 
land Water Transport Committee should be implemented 
without further delay. 

131An investment of rupees one lakh in inland water 
transport schemes will bring about employment for about 
75,100 persons. Employment would be found for a larger 
number of carpenters, fitters, blacksmiths etc., and in trade 
and commerce. 

132. The scope of providing large scale job opportunities 
in civil air transport is limited 

133. Uncmployed commercial pilots should be found al- 
ternate employment opportunities in agricultural chemical 
spraying on crops and plantations, aerial resource surveys 
etc. They should be treated on par with other pilots in 
respect of seniority, fitness requirements, etc. 

134. The employment aspect of the tourism industry has 
not received due attention. Most of the schemes have been 
prepared keeping only the foreign tourist in view. Little at- 
tention is paid to attract and provide for the domestic 
tourists. No studies have been undertaken to assess the 
potentialities of employment in the tourist industry keeping 
both the domestic and foreign tourists in view.Compared 
with big public sector hotels, no cheap living accommodation 
has been built by the Government for the tourists on the 
scale desired. Serious thought needs to be given to this 
problem. 

135. Thc Ministry of Petroleum and Chemicals should ex- 
amine the employment potential in pipeline schemes. 

136. The total employment position including jobs to be 
abolished and jobs to be generated at various terminals and 
depot points etc. shopld at least be balanced in cases of im- 
plementation of modem means of petroleum products 
transportation. 

137. Thc employment potential of the communications 
programme is considerable. All bottlenecks should be 
quickly removed and greater co-ordination maintained be- 
tween the telecommunication services and the development 
of telecommunications industries so that the Plan targets 
could be achieved. 

138. Emp!oymcnt potentialities under broadcasting and 
television are not significant. 

139. Thc scheme for providing 100 per cent Central assis- 
tance to States employing 30,000 teachers and 240 Inspectors 
by expanding primary educational institutes should be con- 
tinued throughout the Fourth Plan period. It should be 
reoriented at the State level by involving the State Govern- 


ments in providing infrastructural facilities. The financial 
outlays for the purpose should not be based on norms fixed 
at higher levels of school building and equipment involvin'’ 
heavy investment but should proceed on the basis of what is 
practicable on the spot and immediately. There should be 
proper coordination between the Department of Community 
Development, the Department of Soria! Welfare and the 
Ministry of Labour and Employment. 

140.The scheme for training graduate engineers and 
diploma holders in industries needs to be modified. The 
training institutions should be associated with the scheme in 
a more realistic manner; some incentive should be given to 
the factory owners and managers. The Ministry' of Education 
should put the programme on a sound footing by attending 
to the following: 

(i) Public sector projects should have broad staff 
structure representing whole of India. 

(ii) Recruitment should be done on the basis of academic 
qualifications and vocational aptitudes, skills, display of 
potential managerial abilities etc. 

(iii) Successful trainees should be provided with jobs soon 
after training preferably in the area of training. 

(iv) UnempIoymcnt among graduates of Management in- 
stitutes should be reviewed to reorient admission policies. 

(v) There should be a Central directive to the States to 
compel the institutions to improve training facilities and 
resist pressures of all kinds. 

141 (a) The scheme of intensive training for the promo- 
tion of self-employment of ITI certificate holders and ap- 
prentices needs to be better implemented. The periods of 
training and apprenticeship should be halved, the amount of 
stipends raised, and the minimum wage rate for engineering 
workers improved. The training grant should be increased to 
Rs.100 per month and given to the institutes concerned. 
They should be abligcd to provide employment to the 
trainees. The contingent grant amount should be increased. 

(b) The provisions in the scheme for financial help to 
be extended to the trainee by banking institutions should be 
revised in relation to the realities. A State-wise survey 
should be undertaken to assess the quantum of loans ad- 
vanced under the scheme. 

(c) The Committee of Direction provided under the 
scheme should go into the deficiencies of the scheme. The 
concerned Ministries etc., should examine the whole question 
de novo. 

(d) During the Fifth Plan period, the scheme should 
be reoriented in relation to particular States. 

(e) The Development Commissioner, Small Scale In- 
dustries, should categories the institutions in terms of their 
efficiency and evaluate their commitment to the national ob- 
jective. 

(f) Efforts should be made to motivate the young men 
who have received training to venture into industrial fields on 
a self-employment basis with greater confidence and financial 
backing. 

142. Unlike programmes for providing relief employment 
during drought, famine and similar contingencies, 
programmes of employment generation have to be based on 
broad and specific guidelines, realistically conceived and 
worked out in detail by the concerned Ministries. The Plan- 
ning Commission has suggested some guidelines but these 
need to be spelt out in greater detail. Every scheme for 
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employment generation has its economic, technical, organisa- 
tional, financial and human aspects. Project appraisals nor- 
mally do not spell out these aspects and generally lump them 
together under the head of labour productivity. 

143. Guidelines for project formulation should be ex- 
amined and worked out by the Planning Commission in the 
form of a Manual and forwarded to all the concerned Minis- 
tries. A technical cell, other than the Economic and Statisti- 
cal Research Wings of the Ministries could be asked to coor- 
dinate this work. The Planning Commission should study 
this question in depth. 

144. The scheme for agro-service centres is an effort to 
rationalise the organisation for sustaining the new agricul- 
tural technology; it also affords opportunities for self- 
employment to technically qualified personnel and attracts 
them towards the fostering of this technology. 

145. The impetus given to tractorisation has somewhat 
dampened the expectation of employment generation 
through this scheme. The scheme would benefit only the 
privileged category and engineer entrepreneurs of the 
middle level would be by-passed. 

146 (a)The scheme was formulated without conceiving a 
proper method of evaluation of the response of engineer 
entrepreneurs. 

(b) It is doubtful if the objectives of the scheme would be 
achieved. 

147 (a) The question of giving substitutes to the Agro- 
Industrial Corporations needs to be reviewed. An uncoor- 
dinated performance of the agro-service centres would 
reduce rather than increase employment in the areas where 
agricultural technology has been generally a success. 

(b) The Finance Ministry should issue directives so 
that deserting entrepreneurs get financial help without much 
difficulty, especially as regards security and maigins. 

148-The issues relating to coordination with other Minis- 
tries should be given advance consideration before the 
scheme is expanded. 

149. The schemes to give employment opportunities to 
the educated unemployed including technically qualified per- 
sonnel prepared by the Ministry of Industrial Development 
are welcome. 

150. The scheme for industrial ventures by Industrial 
Development Corporations should be reformulated at 
various stages based on the experience of implementation. 

151. To overcome initial hurdles, the State Industrial 
Development Corporations should be asked to contribute up 
to 30 per cent of the equity capital. 

152. The scheme for engineering cooperatives requires a 
laiger outlay and considerable encouragement. The engineer- 
ing cooperatives in States such as Kerala and West Bengal 
need special encouragement. 

153. Commercial estates should be developed in suitable 
growth centres with the help of lead banks and the IDBI. 

154. The present policy of achieving consolidation rather 
than expansion in the scheme for development of industrial 
estates is endorsed. Areas linked with growth centres should 
he -given priority in the selection of new industrial estate 
sites. This should receive the attention of the Planning Com- 
mission under Intensive Rural Development and from the 
angle of spatial planning with relevance to the promotion of 
industrial complexes,' 

155. The potentialities of starting engineering technicians 
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(work shop) industrial cooperative societies on the lines of 
the Kerala industrial Cooperative Society should be fully ex- 
plored. 

156. While formulating such programmes preference 
should be given to unemployed engineers and technicians of 
tested ability and initiative and political pressures should be 
resisted. The financial outlay for starting industrial ventures 
by unemployed engineers should be periodically reviewed. 
The State Financial Corporations should be further assisted. 

157. The performance of State Development Corpora- 
tions should be assessed at the end of the Fourth Plan period 
to envisage the continuance of assistance during the Fifth 
Plan period. 

158 (a)Before any industrial scheme for the educated 
unemployed is formulated, there should be an objective 
evaluation by the Ministry of Industrial Development to see 
whether its institutional infrastructure including its physical 
input of able and enthusiastic officers and staff are adequate 
or not 

(b) The Ministry of Industrial Development has not 
assessed the dimensions of the problem and has mainly con- 
centrated attention on technical qualifications rather than on 
their specific aptitude for starting industries. 

(c) The social background of the engineer- 
entrepreneurs should be enquired into before giving financial 
help to them. Enterprising persons who do not possess de- 
grees or diplomas should also be considered for assistance 
under these schemes. 

159.The scheme of the Indian Oil Corporation for un- 
employed graduates and diploma holders made slow 
progress. The new scheme of giving dealerships to disabled 
soldiers and wives and dependents of the defence personnel 
killed or missing in war is praise-worthy and should be con- 
tinued. 

160-Agro-based industries covering products of plant and 
vegetable origin, products of animal and marine origin etc., 
have great employment potential and export prospects. The 
schemes prepared by the office of the Development Commis- 
sioner, Small Scale Industries deserve all encouragement. Re- 
lated aspects of crop planning of cereals, etc. need to be 
looked into by district planning and area development 
authorities. 

161.The Ministry of Labour and Rehabilitation should 
help the Government in the long run in shaping educational 
policies and training programmes in the country. 

162 The scheme of Rural Engineering Surveys of the 
Ministry of Irrigation and Power is welcome. The implemen- 
tation should be evaluated. 

163.State Planning Commissions should be set up in all 
the states during the Fifth Plan period. 

164(a) The scheme for setting up Planning Design Units 
for Water Supply Schemes prepared by the Ministry of 
Health and Family Planning is welcome. 

(b) A much larger outlay should be provided under the 
Fifth Plan for rural water supply. The State Governments 
should focus greater attention on the human problem created 
by the lack of drinking water, identify villages, and conduct 
surveys and prepare detailed plans for removing difficulty of 
rural water supply. 

165.The expenditure incurred on family planning 
programmes is far out of proportion to what has been in- 
curred on the provision of essential services like drinking 
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water supply which should have been attended to from the 
very beginning of planning. 

166. From the employment angle the old and new systems 
of medicine with their practitioners have to co-exist although 
the benefits of modem medicine and hospital facilities should 
continue to spread under the auspices of State and private in- 
itiative. 

167. Thc Ministry of Health and Family Planning should 
study the causes of the lack of intcr-Statc mobility of doctors 
and nurses. Efforts should be made to break the barriers to 
such movement and open employment opportunities in all 
States. 

168(a) Adequate incentives should be provided for train- 
ing nurses and posting them to States which arc chronically 
deficient in them. 

(b) Factors impeding the progress of institutions impart- 
ing training to nurses as well as their mobility to different 
States should be gone into separately and remedial measures 
devised. 

(c) All institutions for training nuiscs which have been 
closed because of paucity of funds and lack of State en- 
couragement may be reopened. 

169.1nccntivcs should be given for serving in rural areas, 
and doctors and nurses attached to the primary health 
centres and sub-centres should be allowed greater scope of 
activities to enable them to play an important role in the 
development schemes. Doctors and nurses should be in- 
creasingly involved in nutrition programmes, rural housing 
and slum improvement to the extent they cover the weaker 
section. 

170(a) The proposals of employing licenciates and inter- 
mediate category or auxiliary workers in rural areas should 
be revived. 

(b) The earlier schemes included in the Third Plan 
and implemented only by Andhra Pradesh and Rajasthan 
should be revived. 

(c) Auxiliary workers of the medical profession desirous 
of improving their professional skill should be encouraged 
through admissions in medical colleges etc. 

171. Homeopaths and Ayurvedic Vaids should be given 
special encouragement on a large scale under the CGHS. 
Better financial assistance should be provided to them and 
they should be drawn into the primary health centres and 
sub-centres. 

172. The standardisation of drugs may be expedited 
alongside the extension of the programmes for the cultivation 
of herbal plants, the reservation of forest area for those pur- 
poses and isolation of their active ingredients for eventual 
use by the Vaids. 

173(a) The Ministry of Health and Family Planning 
should undertake a multi-disciplinary survey in the 
countryside with emphasis on the human ecology in relation 
to dental health. 

(b) The present urban concentration of dentists 
should be changed by creating a class of auxiliary workers to 
the dental profession which can be trained for service in the 
rural areas. 

(c) There should bc greater financial outlay for each 
primary health centre and sub-centre. 

174.There should be greater financial outlays on family 
planning so that there is adequate scope for employment 
through the purposive extension of family planning services. 
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The family planning programme -should be dovetailed with 
social welfare programmes in all backward areas, particularly 
among the backward classes. 

175.Employmcnt in the tertiary sector of hospital and 
primary health and sub-centres has to be increased. 

176.1f welfare of the people rather than the rate of 
growth of GNP is the guiding consideration in the Fifth Plan, 
housing construction would have to be given a role oFpriority 
in national economic development 

177.1f, in the first phase, effort is made to make good the 
absolute shortage in the housing stock i.e., the difference be- 
tween the number of householders and the number of houses 
available and to replace the absolutely kutcha hut like units, 
the backlog in housing would be 24.8 million units-6.7 mil- 
lion units in the urban areas and 18.1 million units in the 
rural areas For this, the resources required, at a very 
modest estimate, would be Rs.9,000 crores. 

178.For the growth in population, 21.60 million housing 
units would have to be constructed during the Fifth Plan 
period— 6 million units in the urban areas and 15.60 million 
units in the rural areas at a cost of Rs.8,000 crores. These es- 
timates arc based on very modest assumptions. 

179-As compared with the need, house construction is 
being done at a slow pace. 

180. Public Sector housing investment as a percentage of 

total public sector investment has gone down from 16 per 
cent in the First Plan period to seven per cent in the Third 
Plan period; it is expected to be only five per cent in the 
Fourth Plan period. , 

181. Even this meagre allocation has not been fully 
utilised. The percentage utilization was: First Plan:63.8 per 
cent; Second Plan: 84.3 per cent and Third Plan:80.4 per cent. 

182. To ensure that Plan allocations under housing are 
fully utilized and not diverted, ’housing 1 should again be 
transferred to the Central Sector schemes and funds therefor 
should be earmarked. 

183. Bccause of the inadequate increase in the outlays for 
housing during the successive plans and the sharp rise in con- 
struction costs, the total employment generated in the social 
housing schemes has been decreasing from the Third Plan 
onwards. 

184. Whcrcas in 1954 the employment potential for an in- 
vestment of Rs.onc crore in urban housing was of 10.27 lakh 
man-days the same potential in 1971 came down to 437 lakh 
man-days. 

185(a) An investment of Rs. 1,600 crores per year in 
housing for the growing population would generate on-site 
employment of about 830 million man-days. In addition, to 
remove the backlog, if Rs.600 crores per year are invested, 
employment of additional 290 million man-days would be 
generated. 

(b) With the generation of employment on the above 
scale, there would be additional employment potential of the 
same order in respect of labour force required for the 
production of building materials needed for this programme. 

186(a) The construction under the various social housing 
schemes is very small, compared with the size of the problem. 

(b) As public sector resources would always be 
limited, steps should be taken to mobilise greater private 
resources towards housing. 

(c) There is need for increasing considerably the Plan 
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allocations for housing and removing the bottlenecks of non- 
availability of finance on easy terms, developed land and 
building materials. 

187(a) Necessary preconditions need to be created to at- 
tract private investment in housing. These could be in the 
iform of tax relief on new construction, progressive rates of 
taxation of house property and adequate flexibility in Rent 
Laws to provide for rise in construction costs etc. 

(b) The absence of specialised institutional agencies 
for housing finance is increasingly felL 

(c) The procedural part of obtaining loans from the 
LIC for investment in housing is cumbersome and time con- 
suming. These need to be simplified. 

(d) If there is a suitable institutional framework, the 
unoigaMsed sector of the money market could also be drawn 
in to provide resources for housing investment. 

188. HUDCO advances loans for projects which are 
preferably quicker in yielding returns; the repayment period 
is, therefore, shorter and rates of interest higher. Social 
housing, however, needs finance at a low rate of interest and 
a sufficiently longer period of amortisation. 

189(a) Housing mortgage facilities should be developed. 

(b) The absence of mortgage loan insurance system as 
prevalent in the USA, continental countries, Japan, Australia 
and New Zealand inhibits larger investment in housing. Such 
institutions can induce greater confidence in the financial in- 
stitutions and investors to invest in housing. 

190. The problem of administrative and local bottlenecks 
which might have stood in the way of development of hous- 
ing co-operatives should be looked into. 

191. The urban co-operative banks should advance loans 
for house construction. 

192. Tbe recommendation of the Committee on Un- 
employment in its Interim Report regarding the setting up of 
a rural housing finance corporation is endorsed. This 
deserves to be pursued and implemented. 

193. The recommendations of the Banking Commission 
regarding housing finance are endorsed. These should be 
given immediate consideration for implementation. 

194(a) Urban land values have risen sharply over the 
years. In this connection, the consensus of the Housing 
Minister's Conference should be endors'd. 

(b) Measures like conversion of free hold land into 
''lease-hold property, restriction of future plot sizes, 
simplification of land acquisition proceedings, taxing vacant 
utban lands etc., should be adopted so that all urban and ur- 
banisablc lands are available for housing at a reasonable 
price. 

195 .Steps should be taken to ensure enough supplies of 
essential building materials. Production of these should be - 
enhanced. 

196,(a) Special steps should be taken to gear up the re- 
quirements of wagons and speed up their movement for 
transport of building materials. 

(b) Higher priority should be given to the movement of 
coal from the brick kilns. 

197(a)*Stcps should be taken to increase the production 
^simple, labour-intensive materials of house construction 
like bricks, lime, surkhi, timber, roofing tiles, etc. 

(b) Small scale industries for putting up lime and surkhi 
plants should be encouraged through financial help and 
provision of know-how, 
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(c) The forest department should take special steps to 
introduce the use of secondary spedes of timber by making 
them available in larger quantities and also providing the 
necessary seasoning and treatment plants for them. Greater 
availability of these spedes of timber will result in more use 
of timber which is labour intensive than the substitute 
materials like cement and steel. 

(d) In rural housing also, the tendency to use cement 
and steel can be curbed by improving the technology of use 
of cheaper materials like mud, bamboo etc. 

198. Research and development activity of organisations 
like the Central Building Research Institute, the National 
Building Organisation and its Rural Housing Wings should 
be increased manifold For this it is necessary to augment 
these organisations considerably. 

199. The lot of the building labour should be improved 
and they should be provided satisfactory working and living 
conditions Steps should be taken to provide some modicum 
of regular employment to labour employed on site and in the 
bricks manufacturing industry. 

200 If bouse building activity increases, demand for serv- 
ices of skilled artisans Uke masons, carpenters, etc, would 
also increase. For this, the whole programme of training of 
artisans in the ITT and the apprenticeship schemes should be 
given de novo consideration by the Government At present 
these are not attractive enough. 

201.The recommendations of the National Commission 
on Agriculture in their "Interim Report on House-sites for 
Landless Agricultural Labourers", are endorsed. Their early 
implementation would go a long way in improving the plight 
of landless agricultural labourers and artisans, a large 
majority of whom belong to the Scheduled Castes and 
Scheduled Tribes. 

202(a) If the educated unemployed have to be found jobs 
in the country side, social housing for teachers, doctors, 
nurses etc. in the rural areas should be given priority. 

(b) Proper categories of social housing such as working 
women’s hostels, creches for children of working women etc., 
should receive serious consideration in the Fifth Plan. 

203.The schemes for the welfare and development of 
backward classes are not specifically employment oriented. 

204(a) States having high percentages of Scheduled 
Castes and Scheduled Tribes should give better representa- 
tion to them in Government services under various 
categories of employment. 

(b) A study should be made regarding their place- 
ments during the decade 1961-71. 

205(a) The working of the pie-examination training 
centres for Scheduled Castes/Tribes in the States and Union 
Territories should be considered. Appropriate syllabi and 
coaching technique should be adopted. 

(b) Members of the Scheduled Castes and Scheduled 
Tribes should be given increasing opportunities for employ- 
ment in the private sector. 

206(a). In all schemes meant for the Scheduled Castes 
and the Scheduled Tribes in the countryside, there should be 
proper consultations and co-ordination between the Depart- 
ments of Social Welfare and Agriculture. 

(b) In regard to wage payment, greater attention should 
be paid to the members of the Scheduled Castes/Schedulcd 
Tribes. 

(c) Equitable distribution of wealth generated as a result 
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of the implementation of schemes and the conferment of 
property rights on these weaker sections of the society arc 
two important factors which should be taken into account 
jointly by the Departments of Agriculture and Social Wel- 
fare. 

207(a) Lack of mobility of Scheduled Castes has 
militated against their benefiting from the speed of technol- 
ogy and creation of new job opportunities in the wake of im- 
plementation of special schemes. 

(b) Apart from examining the possibilities of increasing 
the number of flush-outs etc., in urban housing, a concerted 
drive should be made to restore the self-dignity of Bhangis 
and others doing menial jobs by assuring them higher wages. 

(c) The Scheduled Castes have to be increasingly 
drawn into the programmes of youth corps, land army and 
social welfare schemes. 

208. The Department of Social Welfare and the Ministry 
of Education should see to what extent conditions of admis- 
sions to certain important educational institutions could be 
relaxed on special grounds for the benefit of Scheduled Caste 
candidates to acquire proficiency in essential skills. 

209. The nationalised banks should sanction loans 
without security to deserving members of the Scheduled 
Castes who come up with proposals for self-employment. 

210. Entcrprising members of the educated Scheduled 
Castes should be inducted for training in crafts, management 
training and given the benefit of entrepreneurial guidance 
through institutions and agencies at different centres. If this 
involves special concessions, institutions concerned should 
relax rules for admission, fees etc, and accommodate larger 
numbers to expedite the grooming of Scheduled Caste can- 
didates for effective professional training and employment 

211(a) The intake of Scheduled Caste workers in labour 
intensive industries continues to be hidebound by 
anachronistic social prejudice of employers and intermediate 
level of officers in some undertakings. This must go. There is 
imperative need for an increasing absorption of these back- 
ward communities in the country’s industrial labour force. 

(b) These aspects should receive special attention of the 
Department of Social Welfare and the Ministry of Labour 
and Employment so that suitable remedial measures on a 
systematic basis are adopted during Fifth Plan period. 

212(a) All impediments in the way of electrification of 
Harijan Bustees should be removed. 

(b) Infrastructural facilities should be speedily 
provided in all villages, adjoining the cities and towns, blocks, 
districts ete. having large concentration of Scheduled Castes. 

(c) Agricultural development, agro-based industries 
etc. in such areas should receive special encouragement. 

213. There are favourable fields of employment for 
Scheduled Castes in social welfare departments of Govern- 
ment, programmes of child welfare and maternal care etc. 
There are possibilities of utilizing them for increased produc- 
tion of food, rural transport, family planning and women’s 
welfare etc. 

214. Measures of social engineering for the upliftment of 
the Scheduled Castes should be well-conceived. Wherever 
necessary, special surveys should be undertaken by the 
Department, of Social Welfare. 

215(a) A study group of high level officials of the 
Department of Social Welfare and the Ministries of In- 
dustrial Development and Labour should examine the ques- 


tion of absorption of Scheduled Castes, particularly unskilled 
labour, in centres of industrial activity and highlight the 
scope for their larger employment in the field of industrial 
labour. 

(b) All Central and State schemes involving absorption 
of educated Scheduled Castes should be evaluated at the end 
of the Fourth Plan period. 

216. Eeonomic development essentially connotes higher 
levels of self-employment among the educated classes as dis- 
tinct from passive dependence on Government initiative in 
providing job opportunities. All possible avenues for self- 
employment should be explored and desirable climate 
created for encouraging young people to do so. 

217. During the decade 1961-71, the proportion of self- 
employment among scientific and technical personnel in- 
creased almost in all fields. 

218Arts and commerce graduates and post-graduates 
have found self-employment to a higher proportion than 
those in science and engineering 

219(a) There is need for the planned promotion of self- 
employment and of modifying approach to educational plan- 
ning 

(b) A network of consultancy services should be set up 
for promoting self-employment. There is need for 
preparatory training and attitudinization towards dignity of 
labour and self-reliance as part of character formation 
through voluntary organisations like Youth Corps, Land 
Army etc. 

(c) Promotion of self-employment opportunities con- 
stitutes the key to transform the social frustration of youth 
towards constructive national endeavour. 

220(a) There is need for consultancy services for promot- 
ing self-employment in small scale industries. Such consult- 
ancy services should undertake market surveys, provide infor- 
mation regarding financing facilities available through the 
Government, financial institutions, etc., prepare feasibility 
reports, help in negotiating financial assistance from 
nationalised banks, industrial financial corporations etc., and 
advise on matters of processing and technology. 

(b) They would also assist in the procurement of 
equipment, supervision of construction of industrial units, 
guidance as regards selection of operators, marketing and in- 
spection of products. 

(c) "Mothering" of intending entrepreneurs through a 
consultancy organisation will involve the services of specialist 
staff like engineers, marketing specialists, financial experts, 
inspection staff, etc. 

(d) Each such consultancy organisation should not 
have more than 200 miles radius as the sphere of their ac- 
tivity. One hundred such organisations to begin with (one 
for at least six districts) should be able to cover all the prin- 
cipal regions of the country that require this type of assis- 
tance. 

(e) When such consultancy services are started, 
qualified and experienced Indians serving abroad could be 
invited to come and join these. 

(f) Parallel to these consultancy services, there should 
be a Small Scale Industries Development Commissioner in 
each State with a Deputy Assistant Commissioner posted in 
each district 

221.The "Scheme for the Organisation of Block Level 
Village Artisans (Balutedars) Multipurpose Co-operative 


80 


COMMITTEES AND COMMISSIONS 



Societies" prepared by the Government of Maharashtra is 
worthy of experimentation in other parts of the countiy. Its 
objective of reviving industrial co-operative societies for ar- 
tisans and workers engaged in handicrafts and cottage in- 
dustries is endorsed. 

222. Wherever possible, the traditional skill should be 
continued to be preserved in the family set-up and not al- 
lowed to die out in the process of economic development. 
There is need to collect data regarding this on a country-wide 
and continuous basis. 

223. From the Plan standpoint, employment generation 
under any scheme involving wage paid labour in any locality 
should not draw away skilled craftsmen as ordinary workers 
or add to the ranks of the illiterate or semi-educated un- 
employed. 

224. The impoverishment of traditional craftsmen for 
want of incentives should be rectified on an all-India basis so 
that their self-employment is fully ensured. 

225. The relevant recommendations of the Banking Com- 
mission, 1972 are endorsed. The implementation of these 
should be evaluated by the Planning Commission in co- 
operation with Banks and Industrial Co-operatives before the 
end of the Fourth Plan period. 

226 .Socio-economic surveys should be undertaken by the 
Indian Council of Social and Scientific Research to identify 
the social and economic characteristics of small and large 
groups of communities devoted to such occupations hut who 
are perforce affected by the trend of machine-oriented 
economic development and employment generation and, 
have, therefore, to give up their traditional skills and take up 
wage paid labour. 

227.Studies should be undertaken to gauge the impact of 
commercialisation of handicrafts etc., figuring in export trade 
which do not confer benefits on the artisans. Government 
should see that the quality of the skill of artisans is 
safeguarded and greater financial benefits accrue to the ar- 
tisans in the general process of employment generation. 

228. The view of the Bihar Unemployment Committee, 
1960 that the safeguarding of the rules of employment of the 
people possessing traditional skills has an individual and so- 
cial dimension and cannot be lost sight of in the interest of 
the country, is endorsed. 

229. The State planning authorities should see that 
prompt and adequate measures are taken to prevent dis- 
placement of and creation of unemployment among rural ar- 
tisans by the deliberate popularisation of consumer goods on 
a vast scale. In this connection, the view of the Bihar Un- 
employment Committee 1960 that self employment means 
the maximum employment of family labour and that directly 
strengthens the family as a unit, is endorsed. 

230. The generation of employment either in the in- 
dustrial or agricultural sector should be evaluated strictly in 
terms of its impart on the lives of the larger communities in 
the adjoining areas. Indian sociologists and economists 
should devote a good part of their attention and studies on 
this aspect of the changes taking place in the country. 

231. District Collectors should see that particular families 
of craftsmen who do not want to join any professional co- 
operative society are not denied financial assistance or op- 
portunity to pursue their avocations. 

232. The exploitation of the weak financial conditions of 
the craftsmen should be stopped and producers co-opcratives 
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organised. 

233 Self-employment constitutes a vital part of the sub- 
ject of full time employment and forms the basic plank of so- 
cial stability that also safeguards private initiative and the 
emotional satisfaction derived from the work in a traditional 
occupation within the household. 

234.(a)Youth Corps on the lines organised by the States 
of Mysore and Tamil Nadu should be set up in all the States. 
These States should evaluate the working of their schemes 
before the end of the Fourth Plan period. 

(b) Youth Corps schemes should not assume the qualities 
of subnationalism of the States. 

(c) Competent institutions should conduct psychological 
appraisals of the adaptability shown by the youth to the dif- 
ferent tasks assigned to them. 

235 .States operating Youth Corps schemes should peri- 
odically discuss their experiences under the National Plan- 
ning Commission and examine the possibility of participating 
of youth from other States. 

Some Basic Issues of the Fifth Plan Strategy for 
Employment Generation 

236. There is no consensus in India regarding the 
measures to be adopted under planning to attain' the objec- 
tives of eradication of poverty, alleviation of unemployment 
and reduction in income disparities. No consistent alternate 
model has been presented. The Planning Commission cannot 
dispense with aggregative thinking on a national scale. Nor 
can It do without the language, concepts and symbols of ap- 
plied economics. Plan publicity and conscious administrative 
calibre in implementation of projects alone can bring about 
the national effort required for economic growth. 

237. The Dantwala Committee too had pleaded for b dis- 
aggregated picture of the employment position. 

238. (a)Tbe rate of economic growth cannot be ignored, 
but now special attention will have to be paid to the sectoral 
component of employment generation that is added to the 
rates of growth from year to year. 

(b) Fall or rise in the rate of growth has an impact on the 
fall or rise in employment levels themselves as a corollary. 

(c) There is no agreement among economists about 
the rate of growth during the Fifth Plan period to provide 
gainful employment to the bulk of the labour force. 

(d) There has been some degree of misplaced em- 
phasis on the rate of growth before the public without proper 
education of the implications and responsibilities of growth. 

239.Tbe Fifth Plan would have to increase the rate of growth 
to generate enough employment For this, our aim would 
have to be a balanced allocation of investment to various sec- 
tors ; the retarded sectors of the economy having adequate 
employment potential would have to receive duc attention. 

24f).So far, the Centre has more than fulfilled its share of 
mobilising resources; but some States are "lagging behind in 
this as well as in organisational efficiency. The Centre must 
effectively aid such States. 

241,(a)The appointment of the Sixth Finance Commis- 
sion is welcomed. 

(b) A qualitative and structural change, particularly in 
relation to agricultural taxation in the fiscal policy is also re- 
quired. 
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242. (a)The causality of unemployment problem or the 
nature or remedial measures to be adopted have not received 
enough attention. There is, therefore, no crystallization of 
view points on any aspect of the issues involved. Much more 
than planning, publicity is called for to rectify this situation. 

(b) Concerted steps should be taken to diffuse infor- 
mation to all sections of the public about the changing phases 
of Indian planning and processes and quicken the awareness 
about them and ensure public participation on a larger scale 
than hitherto. 

243. The discussion of the formulation of employment 
strategy in the context of physical and financial planning first 
took place in the Second Plan. The importance of planning 
for balanced growth, both in physical and financial terms, has 
not diminished in anyway now. During the past few years the 
sequential aspects of project formulation and implementation 
in various sectors had not received continuous attention. Be- 
cause of this, projects had been rendered ineffective for 
employment generation. 

244. The balance between the supply of consumer goods 
and the purchasing power available for being spent and that 
between savings and investments and between receipts and 
payments abroad, are some of the points that have not been 
planned adequately. It is the integration of physical and 
financial planning that has been defective. 

245. UnIess the various departments of the Government 
administration make an intensive study of the different 
projects from the standpoint of employment potential, their 
implementation, by itself, will not help to relieve unemploy- 
ment in the area. Therefore, it will be practicable to consider 
all planning as physical. Mere earmarking of finances for a 
project does not help unless the physical resources on which 
these aims arc to be expanded are available. In both physical 
and financial planning, the principal nexus should be the 
price structure which would reflect the implication and 
volume and pattern of investment in any total plan. 

246. Beforc undertaking any Plan project not only the 
labour imput but the total employment potential which will 
result should be assessed in terms of social cost benefit. Such 
an approach will be facilitated when there is integrated area 
development planning that will provide adequate information 
prior to project formulation for any specific purpose. 

247. (a)The view that every plan and its mid-term ap- 
praisal should be accompanied by an assessment of the 
employment levels, reached as a result of the implementation 
of the Plan programmes, is endorsed. 

(b) Like perspective planning, there should be 
perspective planning for employment generation also for 15 
years. 

248. (a)As mobilisation of resources for the Fifth Plan 
through labour intensive schemes has been accepted as a 
basic principle, it is assumed that this will reduce capital out- 
lays in such sectors where labour intensive technology is 
adopted in place of machine-oriented technology. 

(b) Reallocation of resources under the Plan should 
not interfere with the existing levels of higher technology and 
reduce it merely for the sake of promoting labour intensive 
technology. 

249. (a)The raising of the aggregate receipts of the public 
sector through taxation policies while curtailing luxury con- 
sumption patterns should receive special attention during the 
coming years. In this connection, the action of the Govern- 


ment in bringing about a qualitative and structural change in 
the taxation system by paying more attention to the untaxed 
agricultural sector is endorsed. 

(b) The Centre-State fiscal relations should be put on 
an even keel so that proper climate could be created in States 
for formulating and implementing a larger number of 
projects at the village, blocks and district levels that will gen- 
erate greater employment in specific areas, 

(c) State Planning Boards and Area Development 
Authorities should assist in lightening the burden of the 
Central Ministries by taking over the administration of 
various projects. 

250. Deficit financing for the Fifth Plan programmes that 
serve to increase social benefits might aggravate the levels of 
inflation potential unless the levels of public and private 
savings could be augmented through properly designed 
policies. 

251. Taking into consideration the slow growth or the 
secular nonrise in public and private savings other than 
forced savings and the wide prevalence of the lack of effec- 
tive demand among the people below the poverty line, there 
is sufficient logic to take recourse to a high marginal rate of 
taxation proposed by Profs. Dandekar and Rath to meet the 
outlay requirements on labour intensive projects creating so- 
cial overheads/areas. Thus money would be pumped into the 
hands of the large labour force and help them to raise their 
consumption standards and per capita annual expenditure. 

252. Viewed in the context of deficit financed economic 
growth, there is need to place the minimum amount of 
money in the hands of the people before economic growth or 
distribution aspects of consumer goods could be thought of 
now. 

253. The absence of enough schemes to employ 
moderately educated persons is a serious gap in the evalua- 
tion of the problems of unemployment and betrays lack of 
appreciation of the earlier committees. 

254. (a) Wherever the educated, particularly technically 
qualified, unemployed persons have to be selected, due atten- 
tion should be paid by the organisations and agencies to sec 
that a fair section from the lower and middle income groups 
are included. 

(b) The extent of actual absorption of Scheduled 
Caste/Scheduled Tribe persons requires to be evaluated 
before the end of the Fourth Plan period as a prelude to the 
provision of safeguards in their favour in the Fifth Plan 
programmes. Absorption of these categories should be done 
on lines of equitable considerations as a matter of regular 
practice. 

(c) In the Fifth Plan, unemployment should be viewed in 
the manner of sectoral and sub-sectoral angles of inter- 
industry inconsistencies and linkages of primary, secondary 
and territory sectors rather than confined to manpower 
problems of the urban educated unemployed. For this, the 
coverage of schemes should be extended to include the ter- 
tiary sector also with such discriminating classification or 
trade of professions that the educated unemployed could get 
absorbed in centres in the rural areas adjoining some towns. 

(d) The Planning Commission should see that the State 
schemes are suitably modified. 

255. A de novo examination of the procedure of work of 
the different Departments and Ministries of the Government 
of India is called for to remove some obvious incongruities. 
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256. (a) The proper assessment of the employment poten- 
tialities of the secondary sector have been clouded because of 
the nature of allocation of responsibilities among different 
Departments eta This sector requires an employment plan 
based on inter-industry relationship, modern research tech- 
niques such as input-output matrices would be necessary for 
this. 

(b) Multi-sectoral, inter-temporal models of employment 
generation should find a more important place m employ- 
ment plans in the future. 

257. (n) Thc-collection of statistics relating to employ- 
ment in a disaggregated fashion is a basic necessity. 

(b) Sectors like the construction of railway tracks and 
roads where employment has actually been generated could 
be Identified. Empirical studies should be systematically con- 
ducted to find out the scope for employment generation in 
such fields. 

258. A proper study of the foreign trade activities of 
selected number of commodities that have found markets 
abroad and also established themselves within the domestic 
market, would throw up a good deal of data about the points 
at which such activities bear the potentialities of generating 
continuous and gainful employment. Factors leading to the 
shrinkage in employment in the production and export of 
particular commodities should be highlighted through ap- 
propriate studies by the Ministry of Foreign Trade and the 
Indian Institute of Foreign Trade. 

259. (a) Items such as iron ore and mineral ores of 
several categories, tobacco, jute, forest produce, tea and 
similar commodities could be studie from the long-term 
angle of offering potentialities of employment generation, 
provided processing and manufacturing activities could be lo- 
cated in areas where the raw materials and other resources 
are available in abundance. Industrial and regional planning 
should pay attention to these aspects. 

(b) Areas under the new agricultural technology deserve 
to be treated at par in the matter of wages with industry so 
that employment levels in agriculture and industry in the 
developing areas could be stabilised without dislocation 
through absenteeism, migration eta, caused by wage dis- 
parities and seasonality of work in agriculture. 

(c) Estimates of States’ incomes should be updated so 
that these could come in handy for policy formulation. 

(d) In future, industrial planning should move forward 
paripassu with employment planning so that focus is given on 
employment in each industry in relation to its vocational 
choice. 

260. The existing imbalance in economic growth of 
various States and the slow growth of national income has 
resulted largely from overlooking the larger perspective of 
linking employment generation with the establishment of in- 
dustries. The dispersal of industries should be governed 
more by considerations of employment generation rather 
than of regional growth. 

261 (a) Employment activities largely operative in the 


tertiary sector through the opening of small shops, distribu- 
tion centres eta, have remained underestimated. 

(b) The implementation of the Shops and Commercial 
Shop Acts and Rules should be reviewed and statistics 
emerging from this should be collected from the angle of 
employment potential. Proper attention should be paid to the 
enforcement of these Acts; legitimate grievances, if any, 
should be removed. 

(c) Problems of evaluation in this connection should 
receive consideration afresh from the State Planning 
Authorities and the Planning Commission. 

262. All efforts should be made to allow people free and 
voluntary participation in the planning activities at all levels. 
Special studies should be undertaken to highlight the poten- 
tialities of participation of workers in national planning en- 
deavours at the factory and village levels. Evaluation of Plan 
awareness among the masses is also called for. 

263. The Central Plan publicity programmes should be 
helped by similar programmes of the State Planning Boards. 

264. Participation of the working classes in industry and 
agriculture has not meant proper involvement of the labour 
force in planning. The entire machinery and methodology of 
Plan publicity requires drastic changes. 

265. (a) In spite of the fact that industrial management in 
India has accepted the principle of participation of labour in 
its ranks, these professions of good faith and other promises 
made have not been carried out so far. 

(b) Even in centralised planning, the participation of 
workers is very important in the fulfilment of production tar- 
gets. 

(c) Trade unions should be associated at the plant 
level in respect of some aspects of personnel policies like 
recruitment, transfer, promotions, job assignments eta 

(d) The subject of associating workers’ organisations 
in national planning matters should receive fresh considera- 
tion of the Government during the Fifth Plan period. 

(e) Workers’ education should receive greater atten- 
tion, along with adult education, so as to vocationalise their 
outlook and experience and create a cadre of trained 
workers. This would increase productivity and ensure com- 
mitment of the workers in national programmes for raising 
output, avoiding strikes, lockouts eta 

266. (a) The mechanisation of menial work done by the 
Bhangis and others should receive priority so as to restore 
them self-dignity. 

(b) The Ministry of Labour, with the cooperation of 
academics, should see that the process of mechanisation is 
smoothened while maintaining or even increasing levels of 
employment. A psychological assessment of thfc opposition to 
simple mechanisation would be a great help. 

(c) The attention of the Commiltee on Unemploy- 
ment is drawn to the recommendations of the Committee on 
Automation as regards selective use and application of 
modern technology, automation and mechanisation. 


IN INDIA, 1971 
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EXPERT COMMITTEE ON RISE IN COSTS OF IRRIGATION AND 
MULTIPURPOSE PROJECTS, 1972. 

Report, New Delhi, Ministry of Irrigation and Power, 1973, 290p. 


Chairman: Shri J.P.Naegamwala. 

Members: Shri N.C SaxenajShri S. Gopalan; Shri C.C. 

Patel;Shri U.K. Verma; Dr. K.C. Patel; Shri BA. 
Ansari; Shri S.S. Apte; Dr. N.D. Rege; Dr. K 
Venugopal; Shri Prem Kumar; Shri O.P. Chaddha; 
Shri S.T. Vceraraghavan. 

Member-Secretary: Shri B. Sen. 

APPOINTMENT 

Since Independence, a large number of irrigation and 
multipurpose projects have been taken up for construction in 
the country. While the benefits of irrigation accruing from 
these projects have greatly helped in increasing agricultural 
production in the country, the mounting costs and the fre- 
quent revision of the project estimates and consequent delay 
in completion of the projects and accrual of the benefits 
therefrom have been causing great concern to Government. 
There has been no scientific investigation so far into the 
causes leading to the large number of revisions in project es- 
timates. The Government of India have, therefore, decided 
to refer this question to a Committee of experts so that a 
sound policy could be framed for formulation and implemen- 
tation of further irrigation and multipurpose projects. Hence 
the Committee was appointed by the Government of India in 
the Ministry of Irrigation and Power vide its Resolution No. 
DW.II-34(2)/71 dated the 25th January, 1972. 

TERMS OF REFERENCE 

The Committee will examine: 

(a) the adequacy or otherwise of the existing arrange- 
ments for the investigation and formulation of irrigation and 
multipurpose projects, preparation of feasibility reports and 
estimates thereof and construction programme including as- 
sessment of benefits; 

(b) the reasons for rise in the estimated costs of projects 
leading to their frequent revisions 

(c) modification or revision in procedures for more 
realistic preparation of project feasibility reports and es- 
timates as also improvement in the present system of im- 
plementation of projects to ensure their completion within 
the sanctioned estimated costs and according to the 
scheduled programmes of completion. 


CONTENTS 

The task; Cost escalation of Major irrigation and multi- 
purpose projects; The approach; Planning process in the 
water resources sector; Data base for project reports; Benefit 
cost concepts and their measurement; Dynamics of project 
estimates; Cost escalation due to rise in price; Cost escalation 
due to inadequate investigation; Cost escalation due to in- 
adequate provision; Cost escalation due to change in scope; 
Cost escalation due to change in design and additional re- 
quirements; Cost escalation 'due to other causes; Manage- 
ment of Water Resources Projects; Integration of analysis; 
Recommendations; Acknowledgements; Appendices from 
1-9. 

RECOMMENDATIONS 
Investigation and planning of projects 

For investigation of projects in general, each State 
should have a broad-based organisation involving all dis- 
ciplines (engineering, geology, hydrology, revenue, agricul- 
ture, etc.) so that work is done by persons experienced and 
expert in each of the specialised fields. 

Immediate steps may be taken to set up a standing com- 
mittee for the development of basic data required for plan- 
ning water resources projects; such a committee must estab- 
lish liaison with appropriate governmental agencies engaged 
in the development of data; the committee must prepare an- 
nual programmes for data collection and analysis. 

A minimum standard for factual information which a 
project report must meet before it can be considered for ac- 
ceptance should be established. 

Steps should be taken to see that researches are. con- 
tinued to improve techniques of data analysis; programme of 
in-service training to impart recent technical know-how in 
this subject must also be developed. 

Steps should be taken to improve data status: 

Hydrology: More rain gauge and evaporation regarding * 
stations; scrutiny and analysis of existing data through com- 
puter; more surface water gauging stations; temperature 
recordings at these stations to be increased; more intensive 
ground water survey; more observation wells; more samples 
for analysis of chemical and sanitary quality of water. 
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cover the changes in scope, the estimate of the project with 
the increased scope should be sanctioned as a "modified 
project" and not merely as a revised estimate. 

Preparation of project feasibility reports and estimates 

No change in the existing administrative procedure to 
prepare plan estimates at current prices is called for. 
However, as an instrument of planning it would be unrealistic 
if no arrangements arc made to take notice of the crucial fac- 
tor of inflation. For this purpose, a suitable cushion should 
be devised which may fit in with the governmental financial 
mechanism. Approval of a scheme takes some time. Com- 
mencement of real construction work after approval also 
takes time. Then comes the construction period. To cover 
the increase owing to economic changes over the long period, 
an appropriate indicator of price rise (i.c. an adjustment fac- 
tor) should be constructed and the increase so obtained 
added to the estimate as a ’supplementary provision’ for ad- 
justing cost estimates of plan projects. 

An adjustment factor of 7% per year should b6 adopted 
in working out the 'supplementary provision’ for adjusting 
the cost estimates of plan projects. In applying this factor the 
estimated cost of the project should be relieved of the cost 
of land and only 50% of this factor should be considered for 
the period of actual construction. (As regards cost of land, 
refer to recommendation No. 26.) 

The adjustment factor should be reviewed from time to 
time after taking into consideration all aspects of the 
economic situation in the country. For this purpose the 
Central Water & Power Commission should have a per- 
manent study cell for collection of data and preparation of 
Construction Cost Index for the works of river valley 
projects. 

To cover cost increase due to changes in design and addi- 
tional requirements at the time of detailed design and con- 
struction which invariably occur in river valley projects be- 
cause of their complex nature, additional provisions should 
be made in the estimate prepared at the feasibility report 
stage under a head which may be called "Margin of error". 

"Margins of error" indicated below arc recommended for 
various types of works. The recommendation is made on the 
premise that the preliminary designs are based on adequate 
investigations at the initial stage. 

Headworks 10 to 15% 

Tunnel & other underground works (in Himalayan region) 

30 to 40% 

Distribution System 

(i) Primary System (consisting of main canals and branches) 

10 to 15% 

(ii) Secondary System (consisting of distributaries, and 

minors) 20 to 25% 

(iii) Tertiary System (consisting of minors and water courses) 

25 to 30% 

Hydro-electric Installations (Gvil Works) 40 to 50% 

Drainage Works 20 to 40% 

(The margin would be on the lower side for alluvial soils 
and high in case of other types requiring more drainage.) 

The margins of error obtaining for different types of 
works should be constantly studied and periodically reviewed 
for adoption of any revised standards in future. 

A Central Committee consisting of concerned officials 
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may be formed and assigned the task of evolving a standard 
approach for adopting the rate of compensation for land 
which would recognise (i) a fair deal to those affected and 
(ii) prevent any artificial increase in the cost of land. 

There is no uniform policy regarding scale of rehabilita- 
tion measures. A broad national policy on rehabilitation 
should be laid down with provisions for reasonable modifica- 
tions being permissible on the merits of each case. 

Once full compensation has been made for the land and 
property acquired, any additional expenditure incurred 
towards creating a new and better environment for those dis- 
placed on account of construction of the project is purely on 
social and welfare considerations and is not a proper charge 
to construction. Although there may not be any alternative 
but to charge this to the project cost, it may be excluded for 
benefit-cost analysis. 

Planning for construction equipment should be given due 
importance right from the stage of formulation and the 
project report should contain a complete blue-print of con- 
struction procedures and types of equipment proposed to be 
used in the execution of the project. 

Realistic assessment of the outputs of indigenous 
earthmoving equipments should be made while estimating 
the unit costs. 

Alongwith the preparation of the feasibility report for a 
project, a feasibility plan for drainage should also be made 
available and cost thereof provided in the estimate. 

Programme Evaluation and Review Technique (PERT) 
and Critical Path Method (CPM) network may be attempted 
right from the project formulation stage so that the 
programmes so drawn up can form part of the project report 

For guarding against inadequate provisions in project es- 
timates, more care should be exercised in framing the es- 
timates by those concerned with their preparation, as also 
those who check them. Advantage may be taken of the 
finalised cost figures incorporated in the completion reports 
of already executed projects. In this context the Committee 
strongly recommends that the preparation of completion 
reports, which has not been given adequate importance in the 
past, should be insisted upon to be finalised within two to 
three years of commissioning the project. 

The set up for technical examination of projects in the 
GW.* & P.C. needs to be streamlined and suitably 
strengthened. It has also to be seen if examination of the 
same aspect in the project report by two departments can be 
dispensed with to avoid delay. 

It is understood that in pursuance of the suggestion 
made in the report on 'Criteria for Appraising the Feasibility 
of Irrigation Projects’ published by the Planning Commission 
in 1965, a Working Group was constituted by the Planning 
Commission comprising irrigation experts, economists and 
planners for preparing a manual of standard procedures and 
methods for working out the benefit-cost ratio. It is further 
understood that the draft manual so prepared is under wide 
circulation for eliciting comments and suggestions. While 
finalising the manual the Planning Commission may go into 
the question of the procedure for assessment of benefits in 
depth and indicate clearly the data which will be required to 
be collected for the purpose of working out the benefits and 
costs, illustrating at the same time the methodology to be fol- 
lowed step by step in arriving at the benefit-cost ratio. The 
cost of developing land for irrigation when it newly comes to 
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costs the following recommendations made recently by the 
Land Acquisition Review Committee set up by the Govern- 
ment of India are endorsed for implementation: 

(i) The setting up in each State of a Directorate of Land 
Acquisition under a Member of the State Revenue Board, 
which would be responsible for land acquisition; 

(ii) a regular monthly review of progress at the 
Collector’s level; 

(iii) adcquate pre-planning for the acquisition of land re- 
quired by projects and the issue of notifications_ specifying 


the project areas. These notifications would be valid for two 
years within which period the land would have to be ac- 
quired; 

(iv) prescribing time-limits for the Directorate of Land 
Acquisition to complete acquisition proceedings; and 

(v) special powers to deal with specific emergencies. 
Special land acquisition officers should be earmarked for 

major projects so that they can give their undivided attention 
to the project work. 


REVIEWING COMMITTEE OF REGIONAL ENGINEERING COLLEGES, 1972. 
Report, New Delhi, Ministry of Education & Social Welfare, 1974. 16 lp. 


Chairman. Dr. Jai Krishna. 

Members: Prof. PJ. Madan; Prof. N.G Saha; Prof. R.G. 

Narayanamurti; Prof. D.Y. Phadke; Prof. Moonis 
Raza; Shri O.P. Mohla; Shri. K.B. Sivaramak- 
rishana; Prof. EC. Subbarao. Dr. M.G. Krishna. 
Secretaiy: Shri D.V. Narasimhem. 

APPOINTMENT 

Following the decisions of the Government of India' 
taken in 1958 and 1960, 14 Regional Engineering Colleges 
were established, one in each of the major States, during the 
period 1959-1964. One more (15th) in Silchar (Assam) is un- 
der establishment. With a view to (a) assessing the financial 
requirements of the R.ECs. during the latter part of the 4th 
Plan period and in future, and (b) finding ways of distribut- 
ing responsibilities between Central and State Governments 
for funding the P_E.Cs., the Planning Commission discussed 
the subject with officers of the Ministry of Education at a 
meeting held on 16th February, 1971. 

At that meeting of the Planning Commission, it was 
decided that the Ministry of Education might constitute a 
high powered committee to consider the question of the fu- 
ture set-up of the Regional Engineering Colleges and the 
pattern of their financing from Central and State resources. 
This committee should inter-alia consider the question of af- 
filiation of the Regional Engineering College to the Zonal 
Institutes of Technology and other academic and administra- 
tive matters pertaining to the scheme, like the recruitment of 
staff and their inter-changeability amongst different institu- 
tions. Accordingly, the Ministry of Education appointed a 
Committee vide their letter No. F.19-33/71-T.4 in 1972. 

TERMS OF REFERENCE 

(a) To visit the Regional Engineering Colleges and 
report on their present stage of establishment and 
development including course of study and stan- 
dard of faculty, admissions and other instructional 
facilities. 

(b) To report on the present organisational and ad- 
ministrative structures of the Regional Engineer- 

88 


ing Colleges vis-a-vis the aims and objects for 
which the colleges have been established. 

(c) To recommend the future set up of the colleges, 
including pattern of financing, from Central and 
State resources to ensure their functioning as all- 
India institutions of high quality and standard. 

(d) To report on the practicability and desirability of 
affiliating or associating the Regional Engineering 
Colleges in a suitable manner, with their respective 
institutions of Technology for all academic pur- 
poses, including exchange of faculty, common 
courses, etc. 

CONTENTS 

Formation and Work of the Reviewing Com- 
mittee; Establishment of Regional Engineering Colleges; 
Aims and Objectives of the Scheme; Admissions, Faculty and 
Standards; Future set up of the Colleges; Present Position 
and Plans of the Colleges for Further Development; Sum- 
mary of Recommendations; Annexures I to XII. 

RECOMMENDATIONS 

On account of the background, intentions and later 
developments, the Regional Engineering Colleges should ap- 
propriately be renamed as Central Engineering Colleges. 

We would recommend the closure or postponement of 
admissions to post-graduate courses where the wastage is 
higher than 70% of the intake in the corresponding year 6r 
where the admission is less than 30% of the sanctioned in- 
take for same years in succession. 

To achieve the objective of national integration and im- 
prove the quality' of admission to the colleges from other 
States, we suggest: 

(a) full rail concessional fares by third class be provided 
once in a year to students from other States whose 
homes are more than 500 Kms. from the colleges— the 
fair for the first 500 Kms. will be borne by students, 

(b) the existing number of scholarship (merit-cum-mcans) 
available in each college should be divided equally be- 
tween the students from within the State and those from 
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other Stales, and 

(c) colleges should provide opportunities for students from 

other States to imbibe something of the language and 

culture of the State. 

Admissions to all the Central Engineering Colleges 
should be made through an entrance examination for both 
the State quota of scats and the quota of scats for other 
States according to accepted pattern and choice of can- 
didates. 

There should be properly constituted selection com- 
mitlees for all categories of posts and healthy conventions 
should be established and maintained in the matter of ap- 
pointing experts. Posts should be advertised on an all-India 
basts and selections arranged with enough notice to can- 
didates and experts. Travel expenses for persons called for 
interview should be paid as in the ease of institutes of Tech- 
nology. 

The emoluments, service condition and benefits for 
teachers of Central Engineering Colleges should be the same 
as for corresponding staff of the Institutes of Technology. 

There should be a thoroughly prepared approach on the 
part of the institutions in establishing post-graduate courses. 

The teaching loads for the staff of the Central Engineer- 
ing Colleges should be in accordance with the recommenda- 
tions of the All-India Council for Technical Education. 

In the recruitment of teaching staff, sufficient care and 
emphasis should be laid on the professional experience and 
competence of the candidates. 

The present practice of ali leaching posts being filled by 
advertisements and open selection on a competitive basis is a 
vriy healthy practice and should continue. 

The post of Associate lecturers should all be converted 
without further delay into those of Lecturers and further 
recruitment should take place only at the level of Lecturers. 

The organisation and programmes or Centra! Engineer- 
ing Colleges should be linked up with other engineering col- 
leges in the States, 

For best results out of the investments made, the Central 
Engineering Colleges should be fully autonomous In 
academic matters. 

There should be a Council of the Central Engineering 
Colleges with Overall powers for both academic and ad- 
ministrative purposes. 

The Council of Ihe Central Engineering Colleges should 
be established by an Act of Parliament wilh powers to confer 
degrees and distance grants. It should have the constitution, 
functions and organisation indicated. 

The individual colleges should have autonomous Boards 
of Governors with the suggested composition and should be 
set up by the Central Council. 

Each college should have a College Academic Com- 
mittee and Departmental Boards of -Studies with the com- 
position indicated for each. 

Senior Teaching Staff positions in the Science and Math- 
ematics Departments should, in future, be filled, as far as 
possible, by persons initially recruited in engineering institu- 
tions and who have applied themselves to the specific needs 
of engineering studies and established Ihcir further work and 
achievement in this direction. 

There is no Justification in Science and Mathematics 
Departments running 2-year M,Sc. courses after B.Sc. 

Teaching plans at the under-graduate level should he 

IN INDIA, 1972 


worked out through joint committees of Science and En- 
gineering Departments. 

In Central Engineering Colleges, the interface of social 
sciences with technology should be developed by organising 
indepth programmes m selected areas, each college con- 
centrating in a suitable area, having regard to the regional 
needs. 

The core faculty in Humanities and Social Sciences 
should consist of experts in communication skills and those 
in the selected area of specialisation. The rest of the 
programmes may be handled by part-time teachers. 

The Central Academic Board of the Council should lake 
steps to get reading materia! in specialised areas of Social 
Sciences relevant to Indian conditions. 

Interested and competent staff members of the colleges 
should avail themselves of opportunities for research grants 
provided by various establishments. 

The Centra! Engineering Colleges should follow the 
guidelines indicated for Ihe establishment of post-graduate 
courses. 

There should be a provision of Rs. 20 lakhs annually for 
all colleges to support individual research projects on merits 
if they cannot get support from other agencies. 

The colleges should undertake consultancy work and 
build a research fund. The Central authority may make 
matching grants to the research funds of the Central En- 
gineering Colleges. 

Links should be established between the Institute of 
Technology-, the Central Engineering Colleges and State 
Technical Institutions in a region for the best use of facilities, 
transfer of experience, conduct of valuable short courses with 
joint expertise and utilisation of libraty facilities. 

Additional provision of funds for stnff exchange 
programmes should be made, ir neccssaiy, and this may be 
included In an expanded quality improvement programme. 

Individual liaison, Student Welfare and Discipline should 
be brought under a new Department— Department of In- 
dustrial liaison and Student Welfare— with a senior Profes- 
sor in charge. 

If rotation of headship is to be introduced it should be 
confined to staff having over 15 years of total professional 
standing. 

A new procedure for confidential reports on teaching 
staff may be evolved which should include confidential feed 
back from the students on the teaching ability of the in- 
dividual teachers. 

Salary scales, allowances, service conditions and benefits 
for teaching and non-teaching staff should be identical with 
(hose fixed for corresponding posts in the ease of the In- 
stitutes of Technology. 

Financing of the colleges from two sources is not very 
satisfactory and future financial responsibility for Ihe colleges 
should he entirely from the Central source. If necessary, ad- 
justments should be made for the recommendations made by 
the Finance Commission regarding devolution of resources 
to States in respect of Central Engineering Colleges. 

Colleges which completed their equipment programme 
for under-graduate courses and which have more than 10 
years standing, should be provided Rs. 5 lakhs and those be- 
tween 5-10 years standing Rs. 2 lakhs for replacement of 
equipment. 

Colleges which could not complete the equipment 
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programme should be compensated for nse in prices in the 
manner indicated. 

Each Central Engineering College should have facilities 
indicated. Such of those facilities for which financial provi- 
sion is not made in the initial scheme should now be 
provided with funds. 

Outstanding amounts of loans paid for the construction 
of hostels and staff quarters should be treated as grants and 


the rents realised should be credited to the income ofthe col- 
leges. 

Approximately an ammount of Rs. 18.5 crores will be 
needed during the 5th Plan period for completion of ihe 
original scheme, implementing the recommendations made 
in this report and further development Of this, the cost of 
implementing the recommendations made in this report is 
Rs. 6.00 crores. 


WORKING GROUP ON EDUCATION, 1972. 
Report, Delhi, Controller of Publications, 1974. 55p. +vip. 


Chairman: Dr. L. S. Chandrakant 

Members: Dr. PJC Kelkar; Shri. D.P. Nayar; Shri. T.R. 

Doss; Shri. K.N. Butani; Col. S.G. Pendse; Shn. 
D.V. Narasimhan; Dr. S.N. Saraf (Resigned, re- 
placed by Shri J. Veeraraghawan). 

Secretary: Prof. T.C George. 

APPOINTMENT 

The Expert Committee on Uemployment constituted this 
Working Group on Education in 1972. 

TERMS OF REFERENCE 

To suggest specific programmes for promoting productive 
employment and self employment of the educated un- 
employed in general and the unemployed technical personnel 
such as engineers, technicians, etc., in particular, and to sug- 
gest measures to rectify the imbalance between the out-turn 
of educated and technical persons on the one hand and the 
available employment opportunities on the other. 

CONTENTS 

Main Conclusion and Summary of Recommendations; In- 
troduction; Magnitude of the Problem; Review and Recom- 
mendations; Appendices I to VI; Tables I to VII. 

RECOMMENDATIONS 

The problem of drop outs particularly at school stage has 
been persisting and little progress has been made in reduce- 
ing its extent Out of 100 students joining class I only 40 
reach Qass-V and 25 reach Class-VII. Similarly, the percent- 
age of students reaching higher secondary stage is only about 
16. The majority of these drop out students join their paren- 
tal occupation, particularly agriculture in rural areas, where 
there is not much scope for adding more to the labour force 
and thus add to the problem of underemployment A suitable 
job-oriented programme of informal education and training’ 
will have to be drawn up for these ’off the stream’ students so 
as to prepare them for self-employment at a higher level of 
efficiency in their parental occupations or for other emerging 


trades and occupations in the rural areas on employed or 
self-employed basis. 

The huge expansion in the field of education without its 
link with economic development or employment oppor- 
tunities, has led to the problem of imbalance between the 
out-turn of educational institutions and their demand, result- 
ing in the huge surpluses of educated manpower in the 
country. The problem of matching the demand and supply of 
manpower in the country has assumed a particular sig- 
nificance in the context of the growing problem of the edu-, 
cated unemployed in the country. The assessment of demand 
and supply necessitates a proper manpower planning. 

The necessity of setting up a proper organisation for con- 
tinuous manpower requirements and its linkage with enrol- 
ment pattern is emphasised. 

The emphasis in manpower planning is to be shifted from 
the problem of shortages of manpower to the problem of 
utilisation, coordination between education/training and the 
specific requirements of the economy and the generation of 
employment opportunities to absorb the growing addition to 
the educated labour force. 

The solution to the problem of the educated unemployed 
lies in increasing the overall employment opportunities by 
creating conditions for rapid economic growth. The educa- 
tional system as such can do little m creating direct employ- 
ment opportunities except for the few educated unemployed 
like teachers and educational administrators. But the basic 
remedial action lies in the increase of the rate of economic 
growth. 

The expansion of elementary education is one of the 
programmes in the education sector which can generate 
direct employment opportunities for educated unemployed, 
particularly teachers. A phased programme of enrolment tar- 
gets for primary and middle stages of education upto the end 
of the Fifth plan is suggested so as to achieve the target of 
100% enrolment for the children of the age-group 6-11 and 
the target of 75% enrolment for the children of the age- 
group 11-14 by the end of 1978-79. The implementation of 
this programme, besides helping in the achievement of the 
Constitution’s directive of free, compulsory and universal 
education for children upto the age of 14, is likely to generate 
direct additional employment opportunities for nearly 1-50 
lakh teachers and 1200 assistant inspectors of elementaiy 
schools every year, in addition to the normal replacements 
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and other ministerial staff. 

/Another programme that can help in generating direct 
^employment; opportunities for the educated unemployed 
within -the education sector is a massive programme of ‘Mass 
Literacy’ The implementation of this programme during the 
-Fifth Plan,' besides reducing the incidence of illiteracy in the 
■country, vrill generate direct employment opportunities at the 
•rate’of 80,000 places annually for teachers for adult literacy 
.classed/'; ' • . 

r lie Central Government should consider the need for 
some form of legislative measure to ensure employment of 
requisiteoumber of engineers and technicians in industries 
.according to the prescribed scale of production. 

... jThe public works departments of the State Governments 
‘should insist upon a suitable ratio between the number of 
■'engineering personnel employed by a contractor and the size 
of the work concerned. It will be still better if State Govern- 
':'mcnts;encourage unemployed qualified engineers themselves 
.to become Government contractors cither individually or on 
jwupm-atwm basfs; Jir fact; bertta* mso-fte wfri aecrne- A' rite- 
public works departments of the Government take up more 


and jnore engineering works departmcntally instead of get- 
^tingTthe' work done through contractors as this will lead to 
more employment opportunities. 

‘Planning , units for engineering designs and project 
.reports'; may be. created by all State Governments, where 
jthese rare iof In existence, and expanded in those places 
(Where' these are in existence. These units should undertake in 
’large’ number advance surveys and Investigations of a number 
;of irrigation and multipurpose projects, which will generate a 
.iarge;quantum of employment opportunities. More research 
%hd ‘development institutions could be Set up for creating 
•more jobs for technical hands. 

f A massive programme of construction in rural areas, in- 
vading housing, roads, markets, god owns, etc. and an equally 
massive' ‘programme of housing in the urban and 
metropolitan areas can generate employment opportunities. 
;? r yThe- present surpluses of educated personnel in the 
?oountiy‘are due to the slow rate of growth of the economy 
and the inability of the organised sector to absorb the out- 
turn !of the ^iiratlonal Institutions. There is therefore a need 
’ to.iap|the unorganised sector of the economy where there is 
{gratv'seope} because of the "Green Revolution*. A suitable 
■■training and orientation programme may be drawn up under 
-which local. talent may be geared to the expanding activities 
.and. needs of,.the rural area with a view to provide self- 
employment to the educated unemployed in the regions. 
v^TheJicneial complaint of the professional employees is 
rihat ‘they,(.are not getting the right type of workers. The 
/■products .ofjpur, technical institutions have no practical ex- 
1 'pcnenre'of . the jobs for which they arc wanted. It has been 
^emphasised that suitable training programmes may be drawn 
Vp for providing orientation training to the unemployed tech- 
vMcal ^personnel , to .make them employable for the specific 
''jobs-for, ’which- they are wanted. But unless and until the 
^physical targets and directions of economic growth are dearly 
:';i^*catcd,.{it would he difficult to suggest any programme for 
^ralnlrigi Also' for.drawing up any programme of training an 
^agwcy shpulb be set up to collect requisite data and informa- 
.^iohrin^amtinuing and. systematic basis in order to identify 
v.the^. merging {trades 'and occupations having employment 
..'-'ppWtui.^y, : 
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Some schemes of short-term training are being run by 
D.G.E. & T. for technical personel These may, however, be 
reviewed and rationalised in view of the changing needs of 
the occupational pattern. It is suggested that short-term 
training programmes varying between three months and six 
months and in some cases extending to one year’s duration 
should be started to impart employable skills to the educated 
unemployed also for upgrading the skills of persons for jobs 
requiring higher skills. 

The State Governments should patronise and encourage 
self-employment of engineers and technicians. The schemes 
of Kerala and Gujarat in this regard may be taken as 
guidelines by other States. 

As regards the long-term measures, it is observed that 
there has been a criticism of the present system of education 
for its having too much academic and literary bias and en- 
couraging role learning and passive receptivity. A link be- 
tween education and productivity has to be established. Al- 
though education as such can do little in creating employ- 
ment" opportunities outside die education sector, it does 
stimulate generation of employment through the develop- 
ment processes to which it makes a significant contribution 
and through the development of human resources which 
facilitate the adoption of advanced technologies, production 
of newer types of goods and services and through increasing 
the demand for consumer goods. For this, the present educa- 
tional system should be revamped so as to make education 
job-oriented with a technical bias right from the elementary 
stage of education in order to improve the employability of 
its products, and to change the attitude of the products of 
educational institutions in the matter of seeking white-collar 
jobs. Work experience as a part of general education at the 
above primary and lower secondary stages may be adopted. 
At the secondary stage of education, voctionalisation of 
education besides a programme of work experience in 
general education upto the lower secondary stage may be 
adopted and this should normally terminate at the end of 
the 10th class. 

In the field of higher education, the general criticism is 
that there has been an unplanned expansion of education at 
this level. The enrolment at this stage of education has shown 
a faster rate of increase than at the primary and secondary 
stages of education. This top-heavy, lop-sided development 
of educational structure has defeated the objective of educa- 
tion to be purposeful, productive and employment oriented. 
Restrictive admission has been suggested as a corrective 
measure for curbing the rush for higher education. But in a 
democratic country like ours, it is extremely difficult to con- 
trol entry to the higher education. The ever increasing rush 
towards universities for higher education is not a reflection 
of the students’ lust for scholastic or cultural sophistication. 
In fact, in many cases, it indicates a push from the employ- 
ment market To that extent students going in for higher 
educatiptfare actually unemployed In disguise. In the existing 
social and employment norms, a large majority of persons 
seek higher education to increase their chances of 
employability. In the circumstances unless and until employ- 
ment opportunities are increased rapidly by accelerating the 
economic growth and the present system of insisting on de- 
gree as a pre-requisite minimum qualification for any 
employment is revised, very little can be done in controlling 
the rush to the universities for higher education. 
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It is often complained by the employing agencies par- 
ticularly industries that they are not getting the right type of 
persons from the technical institutions. They have to be 
provided with some practical training before they are fit to be 
put on the jobs for which they are recruited. It is suggested 
that (a) the training imparted to the craftsmen must lay 
stress on working skill in particular trades and it must be 
correlated as far as possible to the requirements of the in- 
dustries located in the vicinity, (b) for the training of person- 
nel for middle and supervisory posts, the diploma course 
must include some engineering fundamentals and knowledge 
of labour management but the greatest emphasis must be 
laid on workings skill; (c) in degree course also great stress 
be laid on practical training aspects and training should be 
made compulsory and be a part of the curriculum; and (d) 
there should be a machinery through which the expectations 
of the employers regarding the kind of training they expect in 
their prospective employees and the number in each category 
that may be required may be communicated to the teaching 
establishments. For this, effective association of the potential 
employers of engineering personnel with the formulation of 
courses of studies and trainings by boards of studies and 
faculties of various universities and other bodies that award 
certificates and diplomas in engineering subjects, is neces- 
sary. The industrial establishments must take kindly to the 
idea of providing training facilities to students and consider 
them as their potential assets. 

The following steps/studies may be undertaken for forg- 
ing the desired relationship of education with employment 
opportunities 1 ^ 


(i) The Government with the help of agencies like IAMR 
and DGE & J should evolve a machinery to identify on a 
continuing basis the requirements of technical personnel 
for manufacturing units by making an occupational 
analysis of the data on vacancies intimated to employ- 
ment exchanges and also follow-up action of the legisla- 
tive measures at present in force under which industries 
are required to intimate vacancies to employment ex- 
changes. 

(ii) Some machinery should be evolved at the Centre and 
State headquarters which should undertake perspective 
manpower estimates of selected categories of manpower 
on a continuous basis, which should, as far as possible, 
form the basis of educational planning. 

(iii) Field surveys particularly at district level should be 
undertaken periodically to analyse the changes in the oc- 
cupational pattern of the economy both in the organised 
and un-organised sectors. The resulting information 
should be made available to the educational authorities 
for giving proper guidance to the students for choosing 
their courses of study. 

(iv) The statistical machinery charged with the collection of 
educational statistics, both at the Centre and in the 
States, should be suitably strengthened, so that the re- 
quired data for manpower estimates, studies and plan- 
ning may be made available with the minimum time-lag. 
At present, data with a time-lag of 4-5 years only are 
available and is thus not helpful for making further 
studies and estimates. 
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Report, Bombay, Reserve Bank of India, 1972, 58p. 
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Members: Shri S. J. Utamsing; Shri R. Lall; Shri H.N. 

Mookherjee; Shri G.D. Ghatak; Shri R.P. Pal. 
Member-Secretary: Shri V. Subramaniam and Shri V.M. 
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APPOINTMENT 

In January 1972, the representatives of the coal industry 
met the Deputy Governor of the Reserve Bank of India (Dr. 
R.K. Hazari) when they explained the difficulties faced by the 
industry arising out of such reasons as wagon shortage, delay 
both in the realisation of sale proceeds as well as payment of 
subsidies by the Coal Board and pleaded for a liberalisation 
of institutional finance including bank credit in the context 
of the changed circumstances. It was then suggested that a 
working group might be constituted to study the various 
aspects of the financial problems faced by the industry. In 
pursuance of the above suggestion, the Reserve Bank of In- 
dia set up the present Working Group in February 1972. 

TERMS OF REFERENCE 

(i). To study the immediate financial problems of the 


coal industry and 

(ii). To review the existing institutional arrangements 
including bank credit for financing the coal in- 
dustry, especially in the eastern region, viz., Bihar 
and West Bengal. 

CONTENTS 

Introduction; Coal Industry, General; Wagon Shortage, 

Finance for Working Capital; Coal Board Subsidy; Term 

Finance; Summary of Conclusions and Recommendations, 

Appendices from I to III. 

RECOMMENDATIONS 

1. The measures of relations in credit limits etc. which were 
advised by the Reserve Bank of India in January 1972 to 
scheduled commercial banks should continue till the 

• strain on the financial resources arising out of wagon 
shortage at present faced by the coal industry eases. 

2. Banks should assess the working capital requirements of 
individual collieries by taking into account inter alia the 
output, normal inventories of coal stores and spares they 
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have lo cany, amount ordinarily locked up in receivables 
and resources available by way of sundry creditors for 
purchases, etc. 

3. There should be a reasonable degree of flexibility in 
prescribing margins as well as sub-limits in order that 
adequate fiance could be made available to the coal in- 
dustry to meet exigencies arising out of circumstances 
beyond its control such as accumulation of pithead 
stocks. 

4. The cost of some of the items essential for maintaining 
production and for which 100 per cent depreciation is al- 
lowed for the purposes of income-tax (viz. tubs, winding 
ropes, houlage ropes and safety lamps) should, in the 
opinion of the Working Group, be included under work- 
ing capital. Besides, the extra expenditure incurred by 
collieries in sand stowing operations and for working un- 
der adverse mining conditions should be taken into ac- 
count for assessing the working capital requirements. 

5. There is now a need for a liberalisation of the lending 
policy of banks in respect of advances against pithead 
stocks. 

6. An arrangement could be worked out between the 
financing banks and the Coal Controller for a verifica- 
tion, whenever required, of coal stocks by the field staff 
attached to the Coal Controller’s organisation 

7 - In consideration of the services rendered by the Coal 
Controller’s Organisation, banks may pay them such fees 
as may be mutually agreed upon and the fees so paid 
may, if necessary, be recovered from the borrowers. 

8. In order to gjve effect to the arrangement referred to at 
item 6 above, it maybe necessaiyfor the Coal Controller 
to augment the strength of his staff suitably. 

9. The Government of India should issue suitable instruc- 
. lions to the COal Controller in regard to the verification 

or coal stocks and furnishing of certificates whenever re- 
quired by banks. 

10. While insurance of coal stocks at pitheads against which 
advances have been made by banks need not be insisted 
upon, the collieries should be required to take adequate 
precautions against fire risk such as installation of fire 
fighting equipments, proper stacking etc. as an essential 
condition for making advances. 

11. Banks should fix drawing limits in respect of advances 

- against unused items of consumable stores and spares on 
the basis of six months' consumption requirements. 

12. Banks may also grant suitable sub-limits against items 
which the collieries are required to hold in stock as 
stand-by to the extent they arc statutorily required to be 
maintained provided the collieries certify that they have 
not been put into use. 

13. Banks should freely grant advances against book debts 
for the customary period of 10 days and, if necessary, ex- 
tend the period up to 100 days in deserving cases. Bor- 
rowing collieries may also be persuaded to issue instruc- 
tions to their buyers to make payments directly to the 
financing banks. 

14. Banks should grant advances to colliery owners by way of 
negotiation of local bills evidencing despatches of coal 
or overdraft against the security of such bills in respect 

- of sales to all categories of consumers on the basis of the 
credit rating of the collieries and the extent of credit 
sales. 


15. Banks may discount bills of exchange with a maturity ex- 
ceeding 90 days where necessary and enhance the bill 
units suitably. 

16 There is a need for liberalising the flow of finance to the 
small collieries. In view of the risk cover available under 
the Credit Guarantee Scheme for small scale industries, 
credit institutions should have no hesitation in extending 
credit facility to small units, special concessions in 
respect of margin, interest rate end service charges in 
deserving cases. 

The small collieries should ensure that they furnish the 
credit institutions with balance sheets and other financial 
data required by them. 

17. Banks should extend financial assistance to collieries un- 
dertaking stowing operations against the amount of stow- 
ing subsidy receivable by them on the basis of the 
monthly returns of claims submitted to the Coal Board. 

18. Financial assistance by banks against subsidy receivable 
from the Coal Board in respect of adverse mining condi- 
tions could be extended to the collieries by banks only 
after the receipt of billing instructions from the Coal 
Board. 

19. While it would not be desirable for banks to grant ad- 
vances specifically against the security of sand itself, the 
resources of the collieries tied up in storing sand may be 
taken into consideration while fixing the working capital 
requirements. 

20. The tenative productions of the Fuel Policy Committee 
which envisage a substantial increase in coal demand 
during the Fifth Plan period would call for a correspond- 
ing increase in production which would, in tum, entail a 
large financial outlay on the part of the industry. 

21. It would appear that a much higher volume of one in- 
stitutional term finance than has been provided hitherto 
would have to be made available to the coal industry. 

22. The withholding of permission by the State Governments 
for assigning the leasehold mining rights acts as a serious 
inhibiting factor to the flow of institutional finance. 

23. In order to enable the collieries to embark upon expan- 
sion programmes, the State Governments concerned 
should permit the collieries to create a charge on mining 
bases to enable them to raise the required funds from 
financial institutions. 

24. If the recommendation at item 23 is not feasible a 
guarantee scheme somewhat on lines similer to the one 
adopted at the time of utilisation of the foreign exchange 
loan provided by the World Bank to Government of In- 
dia in 1963 may be helpful in encouraging financial in- 
stitutions to grant term loans to the coal industry. 

25. In view of the importance of coal to the national 
economy and the large outlay that would be required in 
the Fifth and subsequent plans for stepping up coal 
production to the required level it would be expedient to 
set up a financial institution for catering exclusively to 
the requirements of the coal industry in regard to term 
finance and for providing technical assistance in the for- 
mulation of projects for the scientific development 'of 
mines. 

26. The proposed coal finance corporation may be incor- 
porated as a public limited company under the Com- 
panies Act, 1956 with its registered office at Calcutta. 
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COMMITTEE ON TAXATION OF 
AGRICULTURAL WEALTH AND INCOME, 1972. 
Report, New Delhi, Ministry of Finance, 1972, 165p. 


Chairman : Dr. K.N. Raj. 

Members: Prof. V.M. Dandekar; Shri G.S. Kalkat; Shri 

Anwar Karim; Prof. Dharm Narain; Shri M.B. 
Palekar; Dr. A. Vaidyanathan; Shn B.P.R. 
Vithal. 

Member-Secretary : Shri P.K. Kaul. 

APPOINTMENT OF THE COMMITTEE 

The Committee was appointed on 24th February, 1972 by 
a Resolution that the Government of India have derided to 
appoint a committee, to be known as the Committee on 
Taxation of Agricultural Wealth and Income, to examine the 
question of taxation of Agricultural Wealth and incomes 
from all aspects. 

TERMS OF REFERENCE 

The Committee will have the following terms of reference: 

a. To examine the present system of direct taxation of 
agricultural wealth and income (including capital gains) 
and suggest methods by which such taxation can be used 
more effectively for raising additional resources for 
development and for helping to achieve the objective of 
self-reliance. 

b. To recommend specifically ways and means by which 
taxation of agricultural wealth and income can be used to 
reduce economic disparities and promote more efficient 
utilisation of the available resources of land and labour. 

c. To examine in detail and make recommendations on the 
necessary changes in the system of assessment, collection 
and distribution of these taxes such that the resources 
available to the States from such taxation can be mini- 
mised, without detriment to the rights and legitimate in- 
terest of any State. 

d. To suggest the consequential changes, if any, in the sys- 
tem of taxation of wealth and income in general; and 

e. To indicate and make suggestions, if any, on any related 
matter. 

CONTENTS 

Basic considerations; Alternative approaches to direct 
taxation of Agriculture; Agriculture holdings tax; Partially in- 
tegrated taxation of non-agri cultural income with income 
derived from agriculture; Integrated taxation of agricultural 
property through Wealth-tax and of capital gains on agricul- 
tural assets through income tax. Related matters, summary of 
main conclusions and recommendations; Appendix. 

BLACK MONEY AND TAX EVASION 
Introductory 

1. The term ’black money 5 not only stands for money 


earned by violating legal provisions— even social 
conscience-but also suggests that such money is kept secret 
and not accounted. 

2. Today, the term ’black money 5 is generally used to 
denote unaccounted money or concealed income and/or un- 
disclosed wealth, as well as money involved in transactions 
wholly or partly suppressed. 

3. Tax evasion and black money are closely and inex- 
tricably inter-linked. While tax evasion leads to the creation 
of black money, the black money utilised secretively in busi- 
ness for earning more income inevitably leads to tax evasion. 

4. The effects of ’black money 5 on the economy of the 
country cannot but be described as disastrous. Today, the 
country is seriously handicapped in its endeavour to march 
forward, when the resources needed for development are 
not adequately forthcoming for the reason that business is 
carried on in the ’black’. 

5. Black money is like a cancerous growth in the 
country’s economy which, if not checked in time, is sure to 
lead to its ruination. 

Extent of black money and tax evasion 

6. Research work on tax evasion in this country is ex- 
tremely limited; also, attempts to estimate and study tax eva- 
sion suffer from some basic infirmities owing to the insuf- 
ficiency or non-availability of reliable data. Unless a detailed 
break-down of the total assessed income generated in each 
year is available, it is difficult to make a scientific study of the 
trend of tax evasion. 

Some data for 1961-62 could be obtained from the 
Directorate of Inspection (Research, Statistics and 
Publication). An exercise on the basis of these data is given 
in Table I (page2o). The conclusion of this study is that the 
income which escaped tax for 1961-62 would be of the order 
of Rs. 811 crores. 

Applying the ratio of evaded income to the assessable 
non-salary income of 1965-66, the evaded income for 1965-66 
works out to Rs. 1,216 crores. 

These estimates have, however, to be qualified for cer- 
tain reasons. Even after taking all these limitations into ac- 
count and after making rough adjustments on the basis of in- 
formation available, the estimated income on which tax has 
been evaded would probably be Rs. 700 crores and Rs. 1,000 
crores for the years 1961-62 and 1965-66 respectively. Project- 
ing this estimate further to 1968-69 on the basis of the per- 
centage of increase in the national income from 1961-62 to 
1968-69 (during which period the national income increased 
by nearly 100 per cent), the income on which tax Was evade 
for 1968-69 can be estimated at a figure of Rs. 1,400 crorc ^' 

7. The extent of income-tax evaded during 196&-W 
would be of the order of Rs. 470 crores, being one-third of 
Rs. 1,400 crores. The money value of deals involving blac 
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money may, therefore, be not less than Rs. 7,000 crores for 
1968-69. This is, however, only a guesstimate based on certain 
assumptions about which substantia! difference of opinion 
exists for want of adequate data. 

8. The tax evaded income is not all lying hoarded which 
can be seized by the authorities; much of it has been either 
converted into assets or spent away in consumption or else is 
in circulation in undisclosed business dealings. 

Avenues for black money 

9. Black money is found widely used for conducting con- 
cealed business transactions, smuggling gold and luxury ar- 
ticles, purchasing illegally quotas and licences at premia, 
financing secret commissions, giving donations to political 
parties, acquiring assets in benami names, etc. Behind the 
vulgar display of wealth which is evidenced by ostentatious 
living and lavish expenditure on weddings, festivals, etc. is 
this scourge of black money. 

Causes of tax evasion, creation of black money and its 
proliferation 

10. (a) High rates of taxation under the direct tax laws. 

(b) Economy of shortages and consequent controls 
and licences. 

(c) Donations to political parties. 

(d) Corrupt business practices. 

(e) Ceilings on, and disallowances of, business ex- 
penses. 

(1) High rates of sales-tax and other levies. 

(g) Ineffective enforcement of tax laws. 

(h) - Deterioration in moral standards. 

Measures for unearthing black money 
Measures suggested ill the interim report 

11. An interim report was submitted to the Government 
towards the end of 1970, recommending therein some impor- 
tant steps of a radical nature for immediate implementation. 
After detailed deliberations and careful consideration, the 
Committee is still fully convinced about the efficacy and 
feasibility of the measures recommended in the interim 
report. 

Voluntary disclosure scheme 

12. A voluntary disclosure scheme is an extraordinary 
measure, meant for abnormal situations such as after a war 
or at a time of national crisis. Resorting to such a measure 
during normal times, and that too frequently, would only 
shake the confidence of the honest taxpayers in the capacity 
of the Government to deal with the law breakers and would 
invite contempt for its enforcement machinery. Any more 
disclosure schemes would not only fail to achieve the in- 
tended purpose of unearthing black money but would have 
deleterious effect on the level of compliance among the tax- 
paying public and on the morale of the administration. The 
* dt * of introduction of any general scheme of disclosure 
rilher now or in the future is, therefore, strongly opposed, 
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Settlement machinery 

13. In the administration of fiscal laws a rigid attitude 
would not only inhibit a one time tax-evader or an unintend- 
ing defaulter from making a clean breast of his affairs, but 
would also unnecessarily strain the investigational resources 
of the Department in case of doubtful benefit to revenue, 
while needlessly proliferating litigation and holding up collec- 
tions. There should, therefore, be a provision in the law for a 
settlement with the taxpayer at any state of the proceedings. 

14. To ensure that settlements are fair, prompt and in- 
dependent, they may be entrusted to a separate body within 
the Department, to be called the Direct Taxes Settlement 
Tribunal. Its members should be given the same status and 
emoluments as the members of the Central Board of Direct 
Taxes. 

Any taxpayer will be entitled to move a petition before 
the Tribunal for settlement of his liability under the direct 
tax laws. However, the Tribunal will proceed with the peti- 
tion filed by a taxpayer only if the Department raises no ob- 
jection to its being so entertained. Once a case is admitted 
for adjudication, the Tribunal will have exclusive jurisdiction 
over it and it will no longer be open to the taxpayer to 
withdraw the petition. The Tribunal’s award will be binding 
both on the petitioner and on the Department. 

15. It is of paramount importance that only persons who 
arc known for their integrity and high sense of justice and 
fairness arc selected for appointment on the Tribunal. 

16. The bearer bond scheme is a poor substitute even for 
a disclosure scheme. The so-called benefits claimed for the 
bearer bond scheme are illusory. 

Swiss type bank accounts 

17. It is not worthwhile to experiment with the Swiss type 
of bank accounts in India. 

Canalising black money into certain specified fields 

18. Sponsoring official schemes for canalising black 
money into specified social and other fields of activity will 
not be desirable. 

Searches and seizures 

19. The power of search under the Income-tax Act is a 
potent instrument in the hands of the Department to provide 
direct and clinching evidence about tax evasion and the exis- 
tence of black money. The Department should make ai» in- 
creasing use of its powers of search and seizure in ap- 
propriate cases. 

20. The following changes are recommended so as to 
render this instrument more effective : 

(a) A Commissioner of Income Tax should have power to 
authorise search and seizure, irrespective of whether the 
tax payer is assessed in his jurisdiction of not. 

(b) The power of authorising searches and seizures should 
be available to the Inspecting Assistant Commissioners 
as welL 

(c) The existing powers of search under the Income-tax Act 
should be extended to cover persons, vehicles and ves- 
sels. 
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(d) The period for making an order under section 132(5) of 
the Income-tax Act, 1961, may be extended from the 
present ninety days to one hundred and eighty days. 

(e) The law may be amended to permit retention of seized 
assets in order to meet the liability of interest and 
penalty, in addition to the tax, that may become due on 
the estimated undisclosed income. 

(f) Section 132(8) of the Income-tax Act, 1961, may be 
amended to provide that the authorised officer and/or 
the Income-tax Officer having jurisdiction over the case 
may apply for retention of the seized material beyond 
the period of 180 days. Similarly, section 132(9) of the 
Income-tax Act, 1961 which contemplates copies, etc., of 
seized documents being made in the presence of the 
authorised officer, or any other person empowered by 
him in this behalf, may be suitably amended. 

(g) The law may be amended to raise a presumption to the 
effect that, unless proved to the contrary by the assessee, 
the assets which are seized in the course of a search .will 
be deemed to represent the concealed income and wealth 
of the previous year/valuation data immediately preced- 
ing the data of search. 

(h) It is often difficult for the Department to get independ- 
ent evidence to prove that the assets, account books and 
documents found at the assesse’s premises belong to him 
and relate to his affairs. The law may, therefore, be 
amended to provide a rebuttable presumption both for 
estimating the undisclosed income and also prosecution 
of an assessee or an abettor. 

21. The Department should ensure that the actions of its 
officers in the matter of searches and seizures do not leave 
any room for complaint, and whenever any officer is found, 
in his misplaced enthusiasm, to err and overstep the limits of 
reasonableness, he should be promptly and adequately dealt 
with. Moreover, it is of paramount importance that the as- 
sessments in case where seizures have been made in the 
course of searches arc finalised expeditiously and arc not al- 
lowed to drag on unnecessarily. 

22. The power of search, if it is to be purposeful, must be 
backed by a far better system of intelligence than what ob- 
tains today. The provision empowering searches and seizures 
can act as a deterrent only if really big tax evaders are un- 
covered and the exercise of this power is not confined to rela- 
tively small and less important assessees. 

Measures to Fight Tax Evasion 

Reduction in tax rates 

23. Prevalence of high tax rates is the first and fore most 
reason for tax evasion, because this is what makes the eva- 
sion so profitable and attractive in spite of the attendant 
risks. 

24. If public conscience is to be aroused against tax eva- 
sion and if tax evaders are to be ostracised by the society at 
large, the public needs to be convinced that tax evasion is 
anti-social. This objective is difficult to achieve so long as the 
marginal rates of taxation are confiscatory. 

25. The high rates of taxation create a psychological bar- 
rier to greater effort, and undermine the capacity and the will 
to save and invest. 

26. The present high level of taxation leaves the Govern- 


ment with little scope for manoeuvrability for raising addi- 
tional resources in times of emergency. 

27. The maximum marginal rate of income tax, including 
surcharge, should be brought down from its present level of 
97.75 per cent to 75 per cent. Some reduction in tax rates 
should also be given at the middle and lower levels. In order 
to create an impact, the reduction in the rates of taxation 
should be at one stroke. 

28. The following rate schedule is recommended for 
adoption :- 


Income slab 

Rate of tax 

0- 

5000 

Nil 

5001 - 

10000 

10% 

10001- 

15000 

500 + 15% 

15001- 

20000 

1250 + 20% 

20001 - 

25000 

' 2250 + 25% 

25001- 

30000 

3500 + 35% 

30001- 

40000 

5250 + • 45% 

40001- 

50000 

9750 + 50% 

50001- 

60000 

14750 + 55% 

60001- 

70000 

20250 + 60% 

Over- 

70000 

26260 + 65% 


Surcharge @ 15% in respect of income over Rs. 15,000. 

The beneficial results of the measure recommended will 
catch up and more than offset any immediate fail in the 
revenues. 

Minimisation of controls and licences 

29. A committee of experts should be appointed to en- 
quire into the utility of all existing controls, licensing and 
permit systems, and suggest elimination of such of these as 
are no longer considered necessary. This committee may also 
suggest changes in law and procedures so as to ensure that 
the controls which are absolutely essential for the health of 
the economy are administered more effectively and with the 
least harassment to the public. 

30. There is need to keep political institutions free of 
corruption. Removal of the ban on donations by companies 
to political parties is, therefore, not favoured. Nevertheless, it 
is an accepted fact of life that in a democratic set-up, political 
parties have to sp>end considerable sums of money, and that 
large sums are required for elections. As in West Germany 
and Japan, in our country also,, the Government should 
finance political parties. 

Reasonable grants-in-aid should be given by the Govern- 
ment to national political parties and suitable criteria should 
be evolved for recognizing such parties and determining the 
extent of grant-in-aid to each of them. For according recog- 
nition to a political party for this purpose, it should be neces- 
sary, inter alia, that it is registered under the Societies 
Registration Act, 1860 and its yearly accounts^ are audited 
and published within a prescribed time. Irrespective of the 
decision of Government on the question of financing political 
parties, the parties may be required to get their accounts 
audited and published annually. 

31. Donations by taxpayers, other than companies, to 
recognized political parties should be allowed as a deduction 
from the gross total income subject to certain restrictions 
The maximum amount eligible for deduction ,on account of 
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donations to political parties should be 10 per cent of the 
gross total income, subject to a ceiling of rupees ten 
thousand. The deduction to be allowed should be 50 per cent 
of the qualifying amount of the donation. 

Creating confidence among small taxpayers 

32. The practice of being too meticulous in small cases, 
where no worthwhile revenue is involved, has done much 
damage to the image of the Department in the public eye. 
The initiative for undoing the damage lies with the Depart- 
ment. 

33. The instructions issued by the Central Board of 
Direct Taxes on the new procedure for making assessments 
in small income cases make a bold departure from the past 
and are likely to achieve more significant results than the ear- 
lier small income schemes. While the general principles un- 
derlying these instructions are broadly approved, there is no 
reason why assessees in certain income groups at some places 
should be given a preferential treatment by having their 
returns accepted under section 143(1), whereas elsewhere as- 
sessees in these Income groups will have to face annual 
scrutiny. The basic criteria for selecting cases for annual 
scrutiny should be uniform throughout the country. 

The work may be so programmed and the manpower 
supplemented, if necessary, so as to ensure that at the end of 
each financial year the carryover of work should not be more 
than what can be disposed of in the next four months. 

34 . Notwithstanding the proposed discontinuance of issu- 
ing notice under section 139(2) of the Income-tax Act in 
every case, the Department should mail the return forms 
together with Instructions for filling them to all existing tax- 
payers on the General Index Register in the fust week of 
May every year. 

Allowance of certain business expenses 

35. Entertainment expenditure which is incurred 
primarily for the furtherance of the tax payer’s business and 
ts directly related to its active conduct should be allowed to 
be deducted upto the ceilings prescribed under section 37 
PA) of the Income-tax Act, 196L 

. 36. The exception contained in the second provision to 

section .37(4) of Income-tax Act, 1961 should be made ap- 
plicable to guest houses maintained in the nature of transit 
houses for'employecs on duty, provided the stay is temporaty 
and rent is charged. Where no rent is charged, the daily al- 
lowance admissible to the employee should be restricted on 
The same lines as for Government servants. 

Vc A, > _ 
c 

Changes la penal provisions 

l ’V.'f , 

r V ril 1 * - 

; Penalty serves its purpose only so long as It is within 
■reasonable limit. Once it crosses that limit, it is more likely to 
increase the .rigidity of the taxpayer’s recalcitrance than to 

.reform him. 

penalty based on income instead of tax hits the smaller 
’ laljpajefs' more harshly. 

'( ..fj -The . quantum of penalty imposable for concealment of 
• wpome 'should be with reference to the tax sought to be 
tvadefy instead of the income concealed. Moreover, the mlni- 
■ niimt penalty imposable for concealment of income evaded 

?$INDIA/1972-' - ’ 


and the maximum penalty imposable should be fixed at twice 
the said amount. It may also be clarified that ’tax sought to 
be evaded’ in this context means the difference between the 
tax determined in respect of total Income assessed and the 
tax that would have been payable had the income other than 
the concealed income been the total income. 

38. In cases where the concealed income is to be set off 
against losses incurred by an assessee under other heads of 
income or against losses brought forward from earlier years, 
and the total income thus gets reduced to a figure smaller 
than the concealed Income or even to a minus figure, the tax 
sought to be evaded should be calculated as if the concealed 
income were the total income. 

39. Explanation to section 271(1) of the Income-tax Act, 
1961 and also Explanation 1 to section 18(1) of the Wealth- 
tax Act, 1957 may be deleted. 

40. An Explanation to section 271(1) of the Income-tax 
Act, 1961 may be inserted to clarify that where a taxpayer’s 
explanation in respect of any receipt, deposit, outgoing, or 
investment is found to be false, the amount represented by 
such receipt, eta, shall be deemed to be income in respect of 
which particulars have been furnished, within the meaning of 
section 27i(l)(c) of the Income-tax Act, 1961. 

41. Law should be amended to provide that where intan- 
gible additions made in earlier years are cited by an assessee 
as the source of his funds, assets, eta, in a subsequent year, 
the said funds, assets, eta, would be deemed to represent the 
a ssessee’s income, particulars in respect of which have been 
concealed within the meaning of section 271(l)(c) of 
Income-Tax Act, 1961, and the quantum of penalty would be 
determined with reference to the total income of the said as- 
sessment year, which shall be computed for this limited pur- 
pose by including the value of such funds, assets, cto, to the 
extent they are claimed to be out of past intangible additions. 

41 Where an assessee does not file a return of income 
within the normal period of limitation for completion of as- 
sessment, and the Income-Tax Officer establishes that he had 
taxable income, the assessment should be deemed in law to 
have concealed his total income for the purpose of section 
271 (1) (c) of the Act, notwithstanding that he had subse- 
quently, in response to notice under section 148, filed a 
return stating his correct incoma This will apply only to 
those who have not hitherto been assessed, 

43. (i) Where return of income is filed under section 

139 (1) of the Income-tax Act, 1961, after the prescribed 
time-limit but within the period of limitation for completion 
of assessment, the assessee should be liable to pay only inter- 
est at the rate of I per cent per month on the tax due for the 
period of delay. There should be no liability for penalty or 
prosecution. 

(ii) Where a return of income is filed beyond the time 
prescribed under section 139 (2) or section 148, but within 
the time allowed, if any, by the Income-tax Officer, the as- 
sessee should be liable to pay Interest at the rate of I per cent 
per month on the tax due forthe period of delay. • 

(iii) Where a return of income Is filed beyond the time • 

prescribed under section 139 (2) or section 148 and also 
beyond the time allowed, if any, by the Income-tax Officer, 
the assessee should be liable to pay Interest at the rate of I 
per cent per month and, in addition, penalty at the rale, ofl 
percent of the tax due for every month during which the 
default continued. ‘ T 


(iv) Where a person fails to submit a return of income in 
response to a notice under section 139 (2) or section 148 and 
on assessment his income is found to be above taxable limit, 
he should be liable to pay interest at the rate of 1 per cent 
per month and, in addition, penalty at the rate of I per cent 
of the tax due for every month during which the default con- 
tinued. He should also be liable to prosecution. 

(v) Where a person fails to submit a return as required 
under section 139 (1) but submits it in response to a notice 
under section 139 (2) or section 148, he should be liable to 
pay interest at the rate of I per cent of the tax due for every 
month during which the default continued. 

In the case of a person not hitherto assessed to tax, 
where the failure has continued beyond the normal period of 
limitation for completing the assessment under section 143, 
he should, in addition to interest, be liable to a penalty under 
-section 27 (1) (c) as recommended earlier, as also prosecu- 
' tion. 

(vi) For the purpose of levy of interest at the rate of I 
per cent, the period of delay or default should always be 
counted from the due date for filing the return of income 
under section 139 (1), notwithstanding the extension of time, 
if any. granted by the Income-tax Officer. 

44. The provisions in clauses (i) and (ii) of section 18 (1) 
and clauses (a), (b) and (c) of section 36 (1) of the Wealth- 
tax Act, 1957 should be respectively brought in line with the 
corresponding provisions of the Income-tax Act. 

45. Penalty for concealment of wealth should be 
restricted to only those cases where there is a total omission 
to include an asset in the return of net wealth. Further, in or- 
der to avoid gross under-valuation, the Government may be 
given the power to acquire the properties, which are con- 
sidered to be grossly under-valued, on payment of the value 
put by the assessee plus 15 per cent thereof by way of com- 
pensation. 

46. The penalty for concealment of wealth should be 
linked to the amount of tax sought to be evaded instead of 
the concealed wealth. The minimum penalty for concealment 
of wealth under the WcaJth-tax Act, 1957 should be equal to 
the tax sought to be evaded and the maximum penalty should 
be five times the tax sought to be evaded. 

47. While the present rate of penalty at 2 per cent per 
month prescribed under clause (i) of section 17 (1) of the 
Gift-tax Act, 1958 should continue, the ceiling of fifty per 
cent of the tax due should go. 

48. The existing provisions for waiver and reduction of 
penalties may be deleted and, instead, all the direct tax laws 
should contain a provision enabling the Commissioner to 
mitigate or entirely remit any penalty, or stay, or compound 
any proceedings for recovery thereof, in cases of genuine 
hardship. 

49. Where a return of income is filed belatedly by an as- 
sessee and his income in no year during a period of four 
years immediately preceding the year exceeded Rs. 15,000, 
the Income-tax Officer should be under a statutory obliga- 
tion to consider waiver or reduction of both penalty and in- 
terest and should record a note giving reasons for the deci- 
sion taken by him in the matter. 

50. The present policy of having a statutory minimum for 
penalties has, on the whole, had salutary effect and it should, 
therefore, continue. 


Vigorous prosecution policy 

51. The Department should completely reorient itself to 
a more vigorous prosecution policy in order to instil fear and 
wholesome respect for the tax laws in the minds of the tax 
payers. Further, where there is a reasonable chance of secur- 
ing a conviction, the tax dodger should invariably be 
prosecuted. 

52. While the power to compound offences presently 
available to the Department under section 279 (2) of the 
Income-tax Act, 1961 may continue, it should be used very 
sparingly. It has also to be emphasized that flagrant cases of 
tax evasion, particularly of persons in the high income brack- 
ets, should be pursued relentlessly. 

53. The definition of principal officer for the purposes of 
signing of the return should be amended so as to provide that 
the return of income of a limited company should be signed 
by the person mainly responsible for the management or ad- 
ministration of the affairs of the company. In other words the 
liability for signing the return should be fixed primarily on 
the managing director, failing which on the working director. 
Similarly, in the case of a partnership, the responsibility to 
sign the return should rest on the managing partner or the 
partner in charge of the financial affairs of the firm. 

54. A provision analogous to section 140 of the Customs 
Act 1962 may be incorporated in the Income-tax Act. Fur- 
ther, it should also cover the case of a partner who is really 
responsible for the tax offence of the firm, although he has 
not signed the return himself. The choice of person who 
should be proceeded against should be left to the discretion 
of the Commissioner of Income-tax 

55. A provision on the lines of Section 7201 of U. S. In- 
ternal Revenue Code will be extremely helpful in countering 
devices of tax evaders. Such a provision should be incor- 
porated in the Indian tax laws also. 

56. Section 18 of the Probation of Offenders Act, 1958 
should be suitably amended to include all the direct tax laws 
among the statutes which are saved from the operation of the 
Probation of Offenders Act. 

57. There are certain offences, such as those specified in 
sections 179 and 180 of the Indian Penal Code, which can be 
incorporated in the Income-tax Law itself. The Customs Act, 
1962 also contains a comprehensive residuary penalty provi- 
sion in section 117, which is to the effect that if any person 
contravenes any provision of the Customs Act or abets any 
such contravention or fails to comply with any of its provi- 
sions, he shall be liable to a penalty not exceeding Rs. 1,000 
in case no express penalty is elsewhere provided for such 
contravention or failure. Similar provisions should be incor- 
porated in Chapter XXI of the Income-tax Act, 1561 and 
these contraventions may be made liable to a penalty only.- 

There is no reason why the Department itself should not 
be empowered to impose penalties in cases of offences for 
which monetary fines are prescribed under section 276 of the 
Income-tax Act, 1961. Section 276 of the Income-tax Act, 
1961 may be deleted from Chapter XXII dealing with 
’Offences and Prosecutions’ and may be incorporated with 
suitable amendments in Chapter XXI of the Income-tax Act, 
1961 dealing with ’Penalties imposable’. 

The penalties suggested above should be imposed by of- 
ficers not below the rank of an Inspecting Assistant Commis- 
sioner. The orders imposing penalty may be made appealable 
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foHhe-^^clWtc Tribunal py suitably amending section 253 

Vrf tte Income-tax Act, 1961. , , . , , . 

~ exclude the time 


- 'Ss. thc law may be sultry amended to 
> r the institution of 



making ainassessment or re.-as«ssment 
! v 1 ST Certain ‘magistrate? and judges should be specially 
va tes ^twwdtfioa cases connected with the 
-direct taxlaWs,':so that tbes* eases are heard and decided ex' 

-^m^or ^e present, it would bc adequate if each Com' 
'iuiaiorierfof 'Income-tax M provided with a panel of com- 
Ypetenl -lawyers having nec^jy experience in dealing with 
r criminal bases, so that the complaints are promptly filed and 
"arc carefully pursued. The Commissioner of Income-Tab 
'should alsobeprovided with expert staff assistance to enable 
Klni to give instructions to subordinates and also to follow uj> 
evtn' prosecutidn case to ltb logical end. 

Y-61. '^Officers should be g^n practical training with 
Werceoto’case studies sd that they arc fully equipped tc> 
Work up and process cases- for prosecution. They may also & 
-put through spedal course* court procedures, mock trials 

IntelfigeneVand investigati on 

^fflf’t'^TbVcope With ‘he increasing refinement and 
>s^klsriration of the techh>q ucs of <ax erosion, there is » 
need " for complete re-orientation in the Department’s ajr 
Ipioich'ito its'roethods of intelligence and investigation. The 
'machinery for intelligence *nd investigation at the command 
7 of ‘the Department should #1*° h« thoroughly overhauled an d 
tafiflft. -adeadately the menace of tax evasion. 
V^.^Vlnfdlfgence and investigation should receive e*- 
'. : dtove attehfion of a senior Member of the Central Board m 
(Dircct'Taxcs; > and the member concerned should be freed m 
ofberwrie This Member should be designated as Mert 1 " 
'.f tier (Intelligence and Investigation). He should lay down tP c 
-policy -IS' matteis'rclating t0 intelligence and investigation. 
4ndicateihe lines on which efforts of the officers working <" 
.these fields should be directed and provide them with over* 11 
^Idance^and sdpennsibn. He should also be responsible P r 
'■ (a)dcveloping expertise generally for handling investigation 
- concerning 'different' trade# and industries; (b) collecting aP d 
cdiaemiMtirtg information regarding commercial and i a ' 
■^dustrial' trends, $ economic malpractices, tax evasion tech- 
niques; £ (c) keeping- liaison with the various investigating 
'age fici is ;, t a t r -.Delhi; - and (d) giving publicity to tP c 
Department's performance' < n the field of detection of co 8 ' 
ccalmehtsFHe should, however, be assisted by two senior d f * 
'‘i'B’dHbeTank of Additional Commissioners. They may P® 
: -eslgntfted asY'Diredor.' (Intelligence) and Director 
'(ln’vestiption)'. : In addition. be should be assisted by a groUP 
^ Specialists fdr developing expertise, as recommended lat er 
lit this .Chapteri'-firf'- ‘ , 

i'^iM.^-Th e-' pres e n t '"H 1 re c to r a t c - of Inspection 
:(InyesUptioh) shouldWnbolished.- ; y ' 

^^^Akriii^^^e^.orgghisapcmalf-Tjattem -at tn c 
iC^mfeskma J ’s'lerol,''the ideal position would beYto create 8 
'tejwrate'YdRwoh ffor l , ^teUlpmce rand^ investigation .-under 
^ea^dommissiohef ^ of Iribome-tare'HoweVer,' in major Ht lts 

lnkJ,%^y:-:-Cdcutta, ; 'Pelhl;mid ’Madras, 'lookihg'totbe 
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workload involved, the intelligence and investigation work 
should be assigned to Commissioners of Income-tax 
(Central). 

66. AH the Commissioners of Income-tax, whether of 
Central charges or otherwise, should be assisted by ap- 
propriate number of Inspecting Assistant Commissioners of 
Income-tax to exclusively loc^ after intelligence and inves- 
tigation work, the number varying according to the needs of 
each charge. They may be designated as Inspecting Assistant 
Commissioners (Intelligence) or Inspecting Assistant Com- 
missioners (Investigation), according to the work handled by 
them. The Income-tax Offiah working under them will be 
similarly designated Income-tax Officers (Intelligence) and 
Income-tax Officers (Investigation), depending upon the duty 
allotted. 

67. In the matter of transfer or re-transfer of cases to 
Central Circles, the views the Commissioner (Central) 
should alone prevail as it will be his responsibility to work up 
an adequate number of tax fraud cases every year. 

68. The functions to b« assigned to the Income-tax 
■Officer Intelligence) may “t*> dhsstret, hmxsUiy : nltu ‘hiret 
groups. Firstly, one of more Income-tax Officers 
(Intelligence) should be put 00 the job of procuring general 
information likely to be useful in detecting concealment. The 
second group of Income-taf Officers (Intelligence) should 
devote themselves exclusively to specific cases of tax dodgers. 
The third group of Income-ta* Officers (Intelligence) will fol- 
low up the leads in cases fuspcctcd of serious tax fraud, 
process them for prosecution and pursue them till the stage 
of conviction. Where an Income-tax Officer (Intelligence) has 
made elaborate enquiries in a particular case over a long 
period, the jurisdiction for assessment over such a case may 
also be assigned to him. 

69. Hie Income-tax Officers (Intelligence) should be 
given the requisite powers under sections 131 and 133A of 
Income-tax Act, 1961 to enable them to work up cases effec- 
tively. This power should b c available to them in respect of 
all the cases falling within the jurisdiction of the Commis- 
sioner of Income-Tax under whom the y are posted, and not 
only in respect of assessecs whose cases are specifically al- 
lotted to them for assessment- 

70. One Staff car should be placed exclusively at the 
disposal of the Intelligence V^ng in each charge. 

The Intelligence Wing should be provided with one 
pick-up each, at least in bigger stations like Delhi, Bombay, 
Calcutta, Madras, Ahmedabnd and Kanpur. 

The setting up of an independent constabulary within the 
Income-tax Department to assist and aid the tax recovery 
units is being recommended elsewhere. The services of this 
constabulary can be utilised by the Intelligence Wing as well. 

The officers of the Wing in each Commissioners charge, 
or to begin with at least in bigger charges, should be supplied 
with requisite equipments like magnifying glasses, telephoto 
cameras, tape-recorders, photos 1 tat machines, ultra-violet and 
■infra-red lamps and micro-filming apparatus, etc. 

Air travel facility may be extended liberally to all officers 
in the Intelligence Wing subject to prior approval of the 
Commissioner of Income-tax concerned. 

AH officers of the Intelligence Wing should be provided 
with residential telephones. 

* To enable the Intelligence Wing to cope with the en- 
larged-activities as proposed, adequate funds should be 
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The code to be adopted for taxpayer identification 
should be numeric. The adoption of assigned numeric code 
with a uniform number of digits is, therefore, recommended. 
The addition of a checking code to the permanent account 
number is not favoured. 

97. Numbers should be allotted, at any rate in the ini- 
tial stage, only to the taxpayers who arc already on the 
registers of the Department or who come on to the registers 
subsequently. There should of course be a provision to 
enable any one desirous of obtaining an account number to 
do so. Perhaps numbers could also be allotted to all those 
who were on the registers of the Department till recently 
before the exemption limit was raised to Rs. 5,000 

98. Account numbers once allotted should remain un- 
changed as long as the entity continues to exist as such. 

99. It will be necessary to have an additional code, a 
'Records Locator Code’, to help locate records of a taxpayer 
when the ease is transferred from one circfc to another after 
the permanent account number has been allotted. To avoid 
confusion with the permanent numeric code, this records 
locator code may be a short alphabetic code. It will not be a 
part of the permanent code and will not in any way vitiate its 
permanent character. 

100. Though the permanent account number could be 
put to a variety of uses, it will be most used by the Income- 
tax Department and as such it will only be appropriate if the 
requisite legislation is incorporated in the Income-tax Act it- 
self. 

101. Apart from fulfilling its role of a permanent iden- 
tifying number for record keeping, the permanent account 
number can also serve as an effective tool for combating tax 
evasion, detecting fraud and spotting new assesses, if legal 
provisions arc introduced requiring persons to quote on the 
documents relating to specified transactions also the account 
numbers of the parties with whom they enter into Such trans- 
actions. 

The scope for extending the requirement of quoting the 
permanent account numbers to various types of transaction is 
very wide indeed (see Appendix VI), but in the interest of 
administrative efficiency it would be desirable to make only a 
small beginning and widen the field gradually. Legal provi- 
sions will also be necessary to make it obligatory for all per- 
manent account number holders to intimate any change in 
their addresses to the appropriate authorities. The law will 
have also to provide penal measures for ensuring compliance. 

However, for the present at least, it should not be 
obligatory for anyone to obtain an account number before 
entering into a transaction. The legal requirement should be 
that persons entering into specified transactions should quote 
their account number, if they have one. If they do not have 
an account number, they should be required to say so. 

107. The law should require all persons carrying on 
business, where the turn-over in a year is likely to exceed Rs. 
50 , 000 r to*pply for allotment of permanent account numbers 
' the ... they are not already taxpayers. 

*'*’• >? change in the 
the con- 
arising 


number will not entail penal consequences. 

103. Suggestions on the administrative and procedural 
aspects of the proposed system have been pven in th 
scheme outlined in Appendix VI. 

Power of Survey 

104. A new provision may be introduced as an adjurn 
to section 133A of the Income-tax Act 1961 to enable tbt 
Income-tax Officer to visit any premises of an asscssec for 
the purposes of counting cash, verifying stocks, and inspen- 
ing such accounts or documents as he may require and which 
may be available there. He may also obtain any additional in- 
formation and record statement of any person who is four.J 
at the premises, in respect of matters which would be 
relevant for making a proper assessment. 

The law may be amended to confer powers of survey' or. 
the Inspecting Assistant Commissioners as well. 

Increasing survey operations 

105. Adequate number of survey circles should be set 
up to ensure comprehensive and continuing survey on ra- 
tional basis. Further, an officer of the rank of Assistant Com- 
missioner should be placed in over-all control of survey 
operations in each Commissioner’s charge and he should also 
hold charge of the Special Investigation Branch. Besides, in 
the bigger cities like Delhi, Bombay, Calcutta and Madras, a 
survey Range should be created under an Inspecting Assis- 
tant Commissioner who will have a contingent of survey- 
circle Income-tax Officers and the necessary complement of 
Inspectors under him. In other mofussil towns, the survey 
squad should be under the local Inspecting Assistant Com- 
missioner. 

106. The Income-tax Officer in charge of survey circle 
should have territorial jurisdiction. It should be his respon- 
sibility to ensure that all persons having taxable 
incomc/wcaith within his jurisdiction arc brought on the 
registers of the Department. 

107. The work relating to the first assessment in rases 
discovered on survey should be done by a separate officer or 
set of officers who will be entrusted solely with such cases 
However, these assessing officers should not be under the 
Assistant Commissioner of Income-tax in charge of survey. 

Collection, collation and dissemination of information 

10S. The Central Board of Direct Taxes should lay 
down each year a programme and specify targets for eolitc* 
(ion, collation and dissemination of information. It 
also ensure that the programme is strictly adhered to and e 
forts are made to reach the targets fixed. The sources to 
tapped every year should be decided at the national (eve ry 
the Board at the begining of each year, to be followed in 
implemented strictly at all levels. Different types of inforajj 
tion may be collected in different years so as to keep an e - 
ment of surprise. _ 

109. With a view to securing efficient functioning o! £ 
set-up, standards of work and performance should be - 
down, without which it would not be possible to judge t >e ^ 
- quirements of manpower nor to measure the adequacy" > 
.7 otherwise of the output given by the persons at various ev 
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The Special Investigation Branches, to be renamed as 
Central Information Branches, should be suitably 
strengthened and they should be placed under the supervi- 
sion of the Inspecting Assistant Commissioner in charge of 
survey operations. They should be located at the stations 
where the headquarters of the Commissioners are but should 
not form part of their offices. The work of the Special Inves- 
tigation Branch should be inspected at least once a year by 
the Commissioner of Income-tax himself. 

Co-ordination between banks & the Income-tax Department 

110. The legal provisions under which the system of 
permanent account numbers is introduced should also in- 
clude that taxpayers should quote their permanent account 
numbers in applications for bank drafts, mail transfers, 
lelegraphic transfers, etc., if the amount involved in such 
transactions exceeds five thousand rupees. 

111. A suitable provision may be introduced in the 
Banking Regulation Act, 1949, by which all banking institu- 
tions coming within the purview of that Act should be under 
a statutory obligation to report to the Reserve Bank of India 
all financial transactions in cash over twenty-five thousand 
rupees which, m the judgment of the banking company con- 
cerned, are suspicious or unusual. 

112. Officers of the Department should be statutorily 
empowered to obtain from banks information of general na- 
ture, Lc. without reference to any particular taxpayer, 
provided the information that is sought is in respect of trans- 
actions over specified amounts. 

Changes in the form of income-tax return 

113. The form of return of income should be made 
more elaborate than what it is at present by incoiporating a 
schedule of exempted income, net worth, personal expendi- 
ture and other outgoings. To start with, the requirement to 
furnish this additional information should be applicable only 
when the total income exceeds Rs. 15,000. 

114. A provision on the lines of section 114 (1) of the Taxes 
Management Act, 1970 of U.K. which states that the validity 
of proceedings proposed to be made under the taxing statute 
cannot be questioned for want of form or affected by reason 
of a mistake, defect or omission therein, may be incorporated 
in our direct tax laws as well. 

Reintrodudion of Expenditure Tax 

115. Introduction of an expenditure statement as a part 
of the form of return of income should be quite effective in 
checking evasion through consumption expenditure, without 
disturbing the existing tax structure. 

Uniform accounting year 

116. Of the many provisions in the Income-tax Law 
that provide scope for evasion and avoidance of taxes, the 
-one which allows the tax payers to choose as many account- 
ing years as there are sources of income is particularly 
noteworthy for its undesirable consequences. 

117. The advantages that would accrue from the adop- 
tion of a uniform accounting year would far out-weigh the 
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disadvantages. It will facilitate investigation and cross- 
venfication of transactions and restrict the scope for collusive 
manipulations. White-washing of balance-sheets in collusion 
with one another will become difficult. Income earned during 
the same period by different taxpayers will be taxed at the 
same rate and not at different rates, as at present. Budgeting 
would be more accurate, for boom or depression in a par- 
ticular industry can be duly taken note of in the same year in 
case of all the assessees running that industry. It will also ac- 
celerate completion of assessments because economic condi- 
tions pertaining to a particular class of assessees would be 
common. Given sufficient time for the changeover, 
businessmen are also likely to get accustomed to it. 

118. The Government should seriously consider the ex- 
pediency of prescribing a uniform accounting year for all tax- 
payers. In that case, the accounting year should coincide with 
the budget year. In any event the law should permit adoption 
of only one ’previous year*, in respect of all businesses 
carried on by one person. 

Checking under-valuation of immovable properties 

119. It would be expedient for the Government to as- 
sume powers to acquire immovable properties in cases of un- 
derstatement of cost of construction as welL However, as this 
would be an extension of the recommendation in the interim 
report, the Government should consider such extension only 
after it has had some experience of acquisition of immovable 
properties in cases of understatement of sale consideration. 

120. The Land Acquisition Act, 1894 may be amended 
to the effect that where an immovable property to be ac- 
quired under that Act was the subject matter of transfer 
within one year preceding the notification under section 4 of 
the Land Acquisition Act, 1894 the sale consideration stated 
in the transfer deed relating to that property will be deemed 
to be the market value for the purpose of determining com- 
pensation under section 23 of the Land Acquisition Act, 
1894. 

121. The suggestion for replacement of deduction in 
respect of repair in computing the income from house 
property by depreciation is not favoured. 

Ownership flats 

122. It may be -provided by law that ownership fiats, 
whether acquired through the medium of co-operative hous- 
ing societies or otherwise, would be deemed to be immovable 
property for purposes of the Transfer of Property Act, 1882 
and that transfer of such flats shall be required to be regis- 
tered under the Indian Registration Act, 1908 in the same 
manner as any other immovable property. 

’Pugree’ payments 

123. The present legislative control on rent which 
operates in respect of both residential premises may be 
amended so as to restrict its operation to residential 
premises only. 

Tightening provisions of the Stamp Act 

124. It will go a long way to help deter investment of 
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placed at its disposal. 

71. The present field assistance to officers cannot by 
any standard be considered adequate especially at the level of 
Inspectors. It is essential that the Inspectors should fre- 
quently go out suo moto to scout for information from 
various sources. The strength of Inspectors should be 
suitably increased. 

72. It will not be enough merely to have a powerful in- 
telligence organisation. It has to be accompanied by an 
equally powerful wing for thorough and complete investiga- 
tion of suspect cases so that the fear of the law is instilled 
into the hearts of the tax dodgers. 

73. In order to improve the quality of investigation, 
the Inspecting Assistant Commissioners should be drafted 
for assessment of big cases so that their experience is avail- 
able for meeting the challenge of the toughest tax evaders. 
Law may be suitably amended to vest concurrent jurisdiction 
in the Inspecting Assistant Commissioners (Investigation) 
and Income-tax Officers (Investigation). 

74. An officer doing investigation cases should not 
normally be expected to handle more than 40 to 50 assess- 
ments in a year, and where the cases are especially compli- 
cated or involve prosecution, the number may be reduced to 
four or five. 

75. The following factors should be taken into account 
in deciding transfer of cases to the Investigation Circles: 

(a) The likelihood of establishing tax fraud for a successful 
prosecution. 

(b) The necessity of covering all direct taxes and different 

kinds of tax offences within each charge and also 
all strata of society and geographic areas. 

(c) The necessity of placing emphasis on cases involving 

racketeers, profiteers, black-marketeers and 
notorious tax evaders in upper income brackets. 

(d) The necessity of giving priority to cases where the avail- 

able evidence indicates repeated or flagrant viola- 
tions of law. 

(e) The necessity of giving priority to cases where taxpayers 

have already been convicted for serious economic 
offences. 

(0 The necessity of giving priority to cases where assessees 
arc frittering away or transferring their assets to 
escape proper liability. 

(g) The necessity of laying emphasis on cases having vast 
ramifications and involving deftly organised 
manoeuvres and malpractices. 

Normally, it should be possible to complete investigation 
in any case in three or four years; thereafter, it should be 
transferred out of the Investigation Circle. However, if it is 
desired to retain the case in the Investigation Circle beyond a 
period of four years, approval of the Member should be ob- 
tained. 

76. The officers selected to man the intelligence and 
investigation jobs should be imparted thorough and intensive 
training, at the Central Staff Training College, so as to equip 
them with the necessary expertise for satisfactory perfor- 
mance of their onerous and responsible tasks. 

The Central Board of Direct Taxes should also circulate 
a confidential quarterly report giving these officers guidance 
on techniques of investigation and details of actual cases of 
remarkable detection and concealment. 

77. A group of senior and capable officers may be 
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constituted under Central Board of Direct Taxes to act as 
specialists for guiding investigation in various important 
businesses and industries. f 

The specialists should work under Member (Intelligence 
and Investigation) and should be selected from among of- 
ficers who have handled assessments of a particular business 
or industry over a long period of time and have acquired spe- 
cial ability in that field. 

78. In view of the prevailing large-scale tax evasion it 
would not be desirable to put an end to the practice of giving 
monetary inducements to informers. At the same time, it is 
equally necessary for the Department to ensure that un- 
desirable informers are kept away by prosecuting persons 
giving false information. Provisions of section 182 of the In- 
dian Penal Code may be invoked in flagrant cases of in- 
formers furnishing false information. The existing reward 
rules should be made more flexible. While there should be 
no fixed percentage for payment of rewards, the rules may 
stipulate that if information furnished by an informer is cor- 
rect and leads to additional tax, or is otherwise useful in 
checking tax evasion, the Commissioner of Income-tax and 
the Central Board of Direct Taxes may, in their discretion, 
pay rewards upto Rs. 5,000 and Rs. 25,000 respectively. 

79. A specific statutory provision should be made to 
exempt rewards to informers from tax. This would not only 
continue the existing inducement available to them but also 
preserve the secrecy of information and anonymity of the in- 
formers. 

80. Instead of constituting a separate cadre, the per- 
sonnel for the intelligence and investigation division should 
be selected out of the general cadre on the basis of high in- 
tegrity, proven ability and special flair for investigation. 

81. The special pay of the Income-Tax Officer and 
the Inspecting Assistant Commissioners put on intelligence 
and investigation work should be raised to Rs. 200 and Rs. 
300 respectively. 

82. The officers working in Investigation Circles 
should also be given facilities regarding staff assistance, staff 
car, air travel and residential telephones. 

83. The Department should widely publicise in 
newspapers by way of paid advertisements, if necessary, fac- 
tual details of searches, seizures and prosecutions, without 
waiting for the result of appeals; and for this purpose, the law 
may be suitably amended. 

Time-limit for reopening cases of tax evasion 

84. Any change in the law relating to time limit for 
reopening of cases is not favoured. 

Taxation of agricultural income 

85 Agricultural income, which is at present outside 
the Central tax net, offers plenty of scope for camouflaging 
black money. 

86. There is urgent need for agricultural income bemg 
subjected to a uniform tax more or less on par with the ta? 
on other incomes so as to eliminate the scope for evasion o 
direct taxes imposed by the Union Government. Agncu tu 
should also contribute to the national Exchequer in much c 
same way as other sectors arc doing. It is also necessary n 
grounds of equity and distributive justice. 
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87. In the interest of uniformity and stability, the 
Central Government should assume the power to levy and 
administer tax on agricultural income. 

88. The Government may choose any of the following 
, courses, as it deems feasible: 

'(a) The Constitution may be amended to unambiguously 
empower the Union Government to impose taxes on 
agricultural income. 

(b) The Union Government may impose income-tax on 
agricultural income, provided State Legislatures em- 
power the Union Government in this behalf by necessary 
resolution in accordance with the provisions of Article 
252 of the Constitution. 

(e) Article 269 of the Constitution may be amended to in- 
clude taxes on agricultural income in the list of taxes 
levied and collected by the Union, and the taxes so col- 
lected may be assigned to the States in accordance with 
the procedure outlined therein. 

Unexplained expenditure 

89. A separate legal provision analogous to sections 
69, 69A and 69B, may be made in the Income-tax Act, 1961, 
which would enable the tax authorities to bring to tax the 
amount of unexplained expenditure. 

Substitution of sales-fax by excise duty 

90. The best way to get over the problem posed by the 
existing sales-tax systems would be to replace sales-tax levy 
on various commodities, as far as possible, by additional duty 
of excise. But in the selection of commodities, care should be 
taken to minimise the cascading effect on prices. As Sales-tax 
will slill continue to be levied on some commodities, there 
should be greater coordination between the income-tax 
authorities and the Sales-tax authorities in the matter of ex- 
change of information, collection of intelligence about eva- 
sion of these taxes and also in taking preventive measure for 
checking tax evasion. 

Compulsory maintenance of accounts 

91. A statutory provision may be made requiring 
-maintenance of accounts by all persons in profession and by 
businessmen where the income from business is in excess of 
Its. 25,000 or turnover or gross receipts are in excess of Rs. 
25 lakhs in any one of the immediately three preceding years. 
In the case of a new business the provision will apply if the 

- income or turnover is likely to exceed these limits. 

.92. The law should provide that ledgers and cash 
books should be preserved for a period of 16 years and other 
accounts and records for 8 years.' 

93. Monetary lines should be provided in the law for 
failure to maintain accounts in the manner required or to 
preserve them for the prescribed period. In the initial stages, 
the Department should mount a massive publicity 
programme to educate the public in this behalf. A mild and 
conciliatory approach will be needed for some years to come 
and the penal provisions should be invoked only in flagrant 
rases of deliberate failure to maintain books or records or to 
preserve them. 


Compulsory audit of accounts 

94. A provision may be introduced in the law making 
presentation of audited accounts mandatory in all cases of 
business or profession where the sales/turnovcr/reccipts 
exceed Rs. 5 lakhs or the profit before tax exceeds Rs. 50,000. 
A form of audit report may be prescribed, taking due note of 
the manner in which documents, records and books arc main- 
tained in the non-corporate sector. Auditor’s report should 
include, among other things, pertinent information like the 
following: 

1. Scope of examination— whether full check, tes. -check or 
mere reconciliation— in order to satisfy that purchases, 
sales, income and expenses arc properly accounlcd for 
and balance-sheet is properly drawn up. 

2. Nature of security offered for obtaining secured loans. 
Particulars of security not recorded or accounted for in 
the books to be stated. 

3. Computation of admissible allowance by way of 
depreciation. 

4. Brief particulars of expenditure on entertainment, adver- 
tisement, guest house, etc., and the amount if any, disal- 
lowable under section 37 of the Income-tax Act, 1961. 

5. Particulars of expenses in respect of which payments 
have been made to directors, partners or persons sub- 
stantially interested in the concern and their relatives. 
The amount, if any, not deductible under sections 40 and 
40A of the Income-tax Act, 1961. 

6. Particulars of amounts, if any, chargeable as profits un- 
der section 41 of the Income-tax Act, 1961. 

7. Particulars of payments in respect of which income-tax 
has not been deducted at source and paid in accordance 
with the requirements of sections 192-200 of the 
Income-tax Act, 1961. 

The Government may also, in due course, evolve a 
proforma of information to be furnished by the auditors 
which would facilitate completion of assessments. 

Permanent account number 

95. The absence of a uniform system of indexing all 
taxpayers in the country on a permanent basis has to some 
extent been responsible for the difficulties experienced by the 
Department in tackling tax evasion. It has prevented proper 
linking of information expeditiously to the assesses to whom 
it relates and has also resulted in the records and the ac- 
counts of the taxpayers not being properly maintained. There 
is no gainsaying the fact that both the tax payers and the 
Department wifi stand to benefit by the introduction of a sys- 
tem of permanent account numbers. 

96. The length of the code should be minimal. Unduly 
long codes are likely to lead to serious errors in reproduc- 
tion, particularly in the existing manual system. The system 
should, however, be capable of covering the entire section of 
the population which it is intended to cover and also provide 
sufficient room for expansion over the projected useful life of 
the code. The code should be permanently assigned an entity 
to provide historical continuity and to facilitate data process- 
ing operations. The code should have a fixed number of 
characters so that, while being suitable for manual processing, 
it could be adopted without change when machine processing 
is widely introduced. 
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The code to be adopted for taxpayer identification 
should be numeric. The adoption of assigned numeric code 
with a uniform number of digits is, therefore, recommended. 
The addition of a checking code to the permanent account 
number is not favoured. 

97. Numbers should be allotted, at any rate in the ini- 
tial stage, only to the taxpayers who are already on the 
registers of the Department or who come on to the registers 
subsequently. There should of course be a provision to 
enable any one desirous of obtaining an account number to 
do so. Perhaps numbers could also be allotted to all those 
who were on the registers of the Department till recently 
before the exemption limit was raised to Rs. 5,000 

98. Account numbers once allotted should remain un- 
changed as long as the entity continues to exist as such. 

99. It will be necessary to have an additional code, a 
‘Records Locator Code’, to help locate records of a taxpayer 
when the case is transferred from one circle to another after 
the permanent account number has been allotted. To avoid 
confusion with the permanent numeric code, this records 
locator code may be a short alphabetic code. It will not be a 
part of the permanent code and will not in any way vitiate its 
permanent character. 

100. Though the permanent account number could be 
put to a variety of uses, it will be most used by the Income- 
tax Department and as such it will only be appropriate if the 
requisite legislation is incorporated in the Income-tax Act it- 
self. 

101. Apart from fulfilling its role of a permanent iden- 
tifying number for record keeping, the permanent account 
number can also serve as an effective tool for combating tax 
evasion, detecting fraud and spotting new assessccs, if legal 
provisions arc introduced requiring persons to quote on the 
documents relating to specified transactions also the account 
numbers of the parties with whom they enter into such trans- 
actions. 

The scope for extending the requirement of quoting the 
permanent account numbers to various types of transaction is 
very wide indeed (see Appendix VI), but in the interest of 
administrative efficiency it would be desirable to make only a 
small beginning and widen the field gradually. Legal provi- 
sions will also be necessary to make it obligatory for all per- 
manent account number holders to intimate any change in 
their addresses to the appropriate authorities. The law will 
have also to provide penal measures for ensuring compliance. 

However, for the present at least, it should not be 
obligatory for anyone to obtain an account number before 
entering into a transaction. The legal requirement should be 
that persons entering into specified transactions should quote 
their account number, if they have one. If they do not have 
an account number, they should be required to say so. 

102. The law should require all persons carrying on 
business, where the turn-over in a year is likely to exceed Rs. 
30,000, to apply for allotment of permanent account numbers 
within the prescribed time, if they are not already taxpayers. 
The law may also provide that any subsequent change in the 
business name should be forthwith intimated to the con- 
cerned authorities. To save any hardship to the public arising 
out of delay in allotment of permanent account numbers, it 
could be presided that if a proper application for allotment 
of a number has been made within time, entering into trans- 
actions even before allotment of the permanent account 

102 


number will not entail penal consequences. 

103. Suggestions on the administrative and procedural 
aspects of the proposed system have been given in the 
scheme outlined in Appendix VI. 

Power of Survey 

104. A new provision may be introduced as an adjunct 
to section 133A of the Income-tax Act 1961 to enable the 
Income-tax Officer to visit any premises of an asscssec for 
the purposes of counting cash, verifying stocks, and inspect- 
ing such accounts or documents as he may require and which 
may be available there. He may also obtain any additional in- 
formation'and record statement of any person who is found 
at the premises, in respect of matters which would be 
relevant for making a proper assessment. 

The law may be amended to confer powers of survey on 
the Inspecting Assistant Commissioners as well. 

Increasing survey operations 

105. Adequate number of survey circles should be set 
up to ensure comprehensive and continuing survey on ra- 
tional basis. Further, an officer of the rank of Assistant Com- 
missioner should be placed in over-all control of survey 
operations in each Commissioner's charge and he should also 
hold charge of the Special Investigation Branch. Besides, in 
the bigger cities like Delhi, Bombay, Calcutta and Madras, a 
survey Range should be created under an Inspecting Assis- 
tant Commissioner who will have a contingent of survey 
circle Income-tax Officers and the ncccssaty complement of 
Inspectors under him. In other mofussil towns, the survey 
squad should be under the local Inspecting Assistant Com- 
missioner. 

106. The Income-tax Officer in charge of survey circle 
should have territorial jurisdiction. It should be his respon- 
sibility to ensure that all persons having taxable 
income/wealth within his jurisdiction arc brought on the 
registers of the Department. 

107. The work relating to the first assessment in cases 
discovered on survey should be done by a separate officer or 
set of officers who will be entrusted solely with such cases. 
However, these assessing officers should not be under the 
Assistant Commissioner oflncomc-tax in charge of survey. 

Collection, collation and dissemination of information 

108. The Central Board or Direct Taxes should lay 
down each year a programme and specify targets for collec- 
tion, collation and dissemination of information. It should 
also ensure that the programme is strictly adhered to and ef- 
forts arc made to reach the targets fixed. The sources to be 
tapped every year should be decided at the national level by 
(he Board at the begining of each year, to be followed and 
implemented strictly at all levels. Different types of informa- 
tion may be collected in different years so as to keep an ele- 
ment of surprise. 

109. With a view to securing efficient functioning of the 
set-up, standards of work and performance should be lai 
down, without which it would not be possible to judge the re- 
quirements of manpower nor to measure the adequacy or 
otherwise of the output given by the persons at various levels 
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The Special Investigation Branches, to be renamed as 
Central Information Branches, should be suitably 
strengthened and they should be placed under the supervi- 
sion of the Inspecting Assistant Commissioner in charge of 
survey operations. They should be located at the stations 
where the headquarters of the Commissioners are but should 
not form part of their offices. The work of the Special Inves- 
tigation Branch should be inspected at least once a year by 
the Commissioner of Income-tax himself. 

Co-ordination between banks & the Income-tax Department 

110. The legal provisions under which the system of 
permanent account numbers is introduced should also in- 
clude that taxpayers should quote their permanent account 
numbers in applications for bank drafts, mail transfers, 
telegraphic transfers, etc., if the amount involved in such 
transactions exceeds five thousand rupees. 

111. A suitable provision may be introduced in the 
Banking Regulation Act, 1949, by which all banking institu- 
tions coming within the purview of that Act should be under 
a statutory obligation to report to the Reserve Bank of India 
all financial transactions in cash over twenty-five thousand 
rupees which, in the judgment of the banking company con- 
cerned, are suspicious or unusual. 

112. Officers of the Department should be statutorily 
empowered to obtain from banks information of general na- 
ture, Le. without reference to any particular taxpayer, 
provided the information that is sought is in respect of trans- 
actions overspecified amounts. 

Changes In the form of Income-tax return 

113. The form of return of income should be made 
more elaborate than what it is at present by incorporating a 
schedule of exempted income, net worth, personal expendi- 
ture and other outgoings. To start with, the requirement to 
furnish this additional information should be applicable only 
when the total income exceeds Rs. 15,000. 

114. A provision on the lines of section 114 (1) of the Taxes 
Management Act, 1970 of U.K. which states that the validity 
of proceedings proposed to be made under the taxing statute 
cannot be questioned for want of form or affected by reason 
of a mistake, defect or omission therein, may be incorporated 
in our direct tax laws as well. 

Retnlroduction of Expenditure Tax 

115. Introduction of an expenditure statement as a part 
of the form of return of income should be quite effective in 
checking evasion through consumption expenditure, without 
disturbing the existing tax structure. 

Uniform accounting year 

116. Of the many provisions in the Income-tax Law 
that provide scope for evasion and avoidance of taxes, the 
one which allows the tax payers lo choose as many account- 
ing years as there are sources of income is particularly 
noteworthy for its undesirable consequences. 

117. The advantage* that would accrue from the adop- 
tion of a uniform accounting year would far out-weigh the 


disadvantages. It will facilitate investigation and cross- 
verification of transactions and restrict the scope for collusive 
manipulations. White-washing of balance-sheets in collusion 
with one another will become difficult. Income earned during 
the same period by different taxpayers will be taxed at the 
same rate and not at different rates, as at present Budgeting 
would be more accurate, for boom or depression in a par- 
ticular industry can be duly taken note of in the same year in 
case of all the assessees running that industry. It will also ac- 
celerate completion of assessments because economic condi- 
tions pertaining to a particular class of assessees would be 
common. Given sufficient time for the changeover, 
businessmen are also likely to get accustomed to it 

118. The Government should seriously consider the ex- 
pediency of prescribing a uniform accounting year for all tax- 
payers. In that case, the accounting year should coinride with 
the budget year. In any event the law should permit adoption 
of only one ’previous year", in respect of all businesses 
carried on by one person. 

Cheeking under-valuation of immovable properties 

119. It would be expedient for the Government to as- 
sume powers to acquire immovable properties in cases of un- 
derstatement of cost of construction as well. However, as this 
would be an extension of the recommendation in the interim 
report, the Government should consider such extension only 
after it has had some experience of acquisition of immovable 
properties in cases of understatement of sale consideration. 

120. The Land Acquisition Act, 1894 may be amended 
to the effect that where an immovable property to be ac- 
quired under that Act was the subject matter of transfer 
within one year preceding the notification under section 4 of 
the Land Acquisition Act, 1894 the sale consideration stated 
in the transfer deed relating to that property will be deemed 
to be the market value for the purpose of determining com- 
pensation under section 23 of the Land Acquisition Act, 
1894. 

121. The suggestion for replacement of deduction in 
respect of repair in computing the income from house 
property by depreciation is not favoured. 

Ownership fiats 

122. It may be -provided by law that ownership fiats, 
whether acquired through the medium of co-operative hous- 
ing societies or otherwise, would be deemed to be immovable 
property for purposes of the Transfer of Property Act, 1882 
and that transfer of such fiats shall be required to be regis- 
tered under the Indian Registration Act, 1908 in the' same 
manner as any other immovable property. 

’Pugree* payments 

123. The present legislative control on rent which' 
operates in respect of both residential premises may be 
amended so as to restrict its operation to residential 
premises only. 

Tightening provisions of the Stamp Ad 

124. It will go a long way to help deter investment of 


IN INDIA, 1972 


103 



black money in immovable property if adequate machinery is 
provided under the Stamp Act of valuation of properties 
which arc the subject of transfer. 

125. In 1967, the then Madras State Government had 
introduced certain measures to curb the evil of understate- 
ment of purchase consideration, by an amendment to the In- 
dian Stamp Act, 1899. It would be advantageous to have 
similar machinery in other States also. The Indian Stamp Act, 
1899 may be suitably amended in this behalf on the lines of 
the Madras enactment. 

126. In addition to indicating the date of sale and name 
and address of the purchaser, the stamp vendors may be re- 
quired to state on the stamped paper the purpose for which 
the paper was purchased and also the names of the parties to 
the transaction sought to be recorded thereon, except in the 
case of an agreement or a memorandum of agreement under 
article 5 of Schedule I of the Indian Stamp Act, 1899 and 
power of attorney under article 48 thereof. 

Foreign exchange violations 

127. An official study team appointed by the Govern- 
ment of India has estimated in its report recently submitted 
that the extent of leakage of foreign exchange is about Rs. 
240 crores yearly. Since foreign exchange violations are pos- 
sible only through clandestine dealings, these necessarily 
result in evasion of income-tax and other allied taxes. It is 
understood that the Government is examining the report of 
this study team and is proposing to initiate necessary 
remedial measures in this regard, including certain amend- 
ments to the Foreign Exchange Regulation Act. It is expected 
that the appropriate authorities would deal with this matter 
effectively. 

Tax treaties for exchange of information relating to tax eva- 
sion 

128. Section 90 of the Income-tax Act, 1961 may be 
suitably amended to enable the Government to enter into 
agreements with foreign countries not only for the avoidance 
of double taxation of income but also for prevention of fiscal 
evasion. Further, our existing agreements should be revised 
so as to provide for exchange of routine information and 
market intelligence as also specific information in individual 
cases to facilitate investigation of tax evasion and recovery of 
taxes. The agreements should also enable courts in both the 
contracting countries to entertain rogatory, commissions or 
letters of request from the tax authorities of the other 
country for the purpose of securing the evidence of persons 
resident therein. The agreements should further provide for 
mutual assistance in investigation of tax frauds and recovery 
of taxes by making the administrative machinery of each 
available to the other. 

Tax evasion in film industry 

129. The law should be suitably amended to provide 
that where, under an irrevocable annuity policy, though taken 
by the producer in his name but assigned in favour of the art- 
ists, the remuneration is paid to the artists in the form of an 
annuity spread over a number of years, the artists should be 
taxed only on the amount of annuity received during the 
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year. The present value of annuities due in future should be 
exempt from wealth-tax. The producer would be entitled to 
claim the entire amount paid to the Life Insurance Corpora- 
tion towards taking out such a policy as a deduction in the 
year of payment 

130. In view of the enhancement of the ceilings under 
clauses (ii) and (iv) of section 80C (4) of the Income-tax Act, 
1961 in recent years, the percentage of gross total income and 
the qualifying amount prescribed for artists, playwrights, 
authors, etc., under rule 11A of the Income-tax Rules, 1962 
should also be suitably enhanced. 

131. Where the remuneration payable to an artist under 
an agreement exceeds Rs. 5,000, both the film producer and 
the artists should be under a statutory obligation to furnish a 
copy of the agreement of their respective Income-tax Of- 
ficers, within a period of one month from the date of execu- 
tion of such an agreement. 

Payment by crossed cheque or crossed bank draft 

132. An endeavour should be made to evolve a new in- 
strument in the form of a Bank Bill of Exchange which is 
readily transferable but also contains an obligation for it to 
be encashed through a bank account. A suitable pay 
order/draft of different denominations may be designed and 
introduced for this purpose. In brief, this instrument should 
contain the following three essentials: 

(i) that it is an equivalent of a pay order or draft, without 
the name of the payee at the time of issue; 

(ii) that the name of the payee is entered on the instrument 
by the payer at the time of payment; and 

(iii) that the instrument is marked 'account payee only 1 by the 
issuing bank so that it cannot be encashed except 
through a bank account of the payee. After the introduc- 
tion of the new instrument as suggested above, the ex- 
ceptions provided in rule 6DD of the Income-tax Rules 
may be suitably curtailed. 

’Hundi’ loans 

133. Permanent Account Numbers, which are to be as- 
signed to the taxpayers by the Department, should be 
statutorily required to be quoted on hundi papers. Further, 
advances of loans on hundi and their repayments, including 
interest, should be made through 'account payee’ cheques 
only. This should serve as an effective check on bogus hundi 
loans. 

Checking tax evasion among contractors 

134. In the case of contractors including sub- 
contractors, a register for recording daily receipts and pay- 
ments would be essential and should be in a prescribed form 
in due course. 

135 The Income-tax Law may be amended to provide 
that payment to a sub-contractor will not be allowed as 
deduction in computing the taxable income of the contractor 
unless it has been made by an 'account payee’ cheque. 

-136. The scope of section 285A of the Income-tax Act, 
1961 should extended to apply to all contractors. 

137. Contractors who have been penalised or convicted 
for concealment of income/wealth should not be awarded 
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Government contracts for a period of three years. For this 
purpose, the form of tax clearance applicable to contractors 
may be suitably amended to include information whether the 
contractor was penalised or convicted for concealment of 
income/wealth during the immediately preceding three years. 

Blank transfer of shares 

138. The existing provisions of the Companies Act with 
regard to the system of blank transfer of shares are not ade- 
quate to check misuse. The law may be suitably amended to 
provide that before an instrument of transfer is presented to 
the prescribed authority, the transferorshould be required to 
state in the instrument itself his name, the distinctive num- 
bers and value of shares proposed to be transferred, and the 
instrument of transfer should be duly signed by the trans- 
feror and bear the requisite stamp duty. The prescribed 
authority should be required to cancel the stamps on the in- 
strument of transfer at the time of stamping or otherwise en- 
dorsing thereon the date on which it is so presented. The in- 
strument of transfer should be valid for a period of two 
months only from the date of its presentation to the 
prescribed authority. However, in order to protect the inter- 
est of genuine shareholders who want to borrow funds from 
the banks on the security of shares, such blank instrument of 
transfer should be valid for the period the shares are held by 
the bank as security for an advance or overdraft to a regis- 
tered share-holder. 

Benaml investments 

139. In pursuance of the recommendation of the Ad- 
ministrative Reforms Commission, the Government has 
sponsored legislation through the Taxation Laws 
(Amendment) Bill, 1971 to discourage benami holding of 
property. This is a step in the right direction. 

Denial of credit facilities to tax evaders 

140. All scheduled banks should be barred from 
providing credit facilities above Rs 25,000 at any point of 
time to any person, unless he gives an affidavit to the effect 
that he has not been subject to any penalty or prosecution for 
concealment of incomc/wcalth during the immediately 
preceding three years. 

Tightening up vigilance machinery 

141. Elsewhere in the report, recommendations have 
been given with regard to prevention of corruption among 
Government servants generally and, in particular, views have 
been given on steps needed for prevention or detection and 
punishment of corruption in the Income-tax Department. As 
regards the question of dealing with corruption at higher 
levels in public life and redressa! of public grievances, the 
appointment of Lohpal and Lokayuktas after passage of the 
necessary legislation would take adequate care of the situa- 
tion. 

Arousing social conscience against tax evasion 

142. Tax evasion cannot be tackled by stringent legal 
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measures alone. It can be dealt with effectively only if such 
measures are backed by strong public opinion against black 
money and tax evasion. In helping to build up such public 
opinion, the Government can play a vital role. The foremost 
measure in this regard is denial of the privileges which ore 
still available to tax evaders. 

143. Tax evaders who have been penalised or convicted 
for concealment of income/wealth should be disqualified for 
the purpose of getting national awards. The law should also 
be suitably amended to disqualify such persons from holding 
any public/elective office for a period of six years. In addi- 
tion, Ministers and senior officers of the Government should 
avoid attending social functions sponsored or organised by 
known tax evaders. 

144. A person who has been penalised or convicted for 
concealment of income/wealth should not be eligible to be a 
director of a limited company for a period of six years. The 
Companies Act, 1956, may be amended accordingly. 

145. Tax education should be imparted m our schools 
as part of a course in civics. 

146. Lists of taxpayers published by the Government 
should include figures of income declared, income assessed 
and the tax payable. Such lists should, in addition to being 
published in the official gazette, be publicised in local papers 
and be also put up on notice boards in income-tax offices 

147. The Chambers of Commerce and the Federation 
of Chambers should take the lead and evolve methods by 
which businessmen resorting to corrupt trade practices, in- 
cluding tax evasion, are ostracised. 

148. Taxpayers who have been filing correct returns 
and have been prompt and regular in meeting their tax 
obligations should be treated by the Department as starred 
assesses. 

TAX AVOIDANCE 
Introductory 

149. In an acquisitive society, it is more common for a 
taxpayer to regard taxation as a burden 8nd to seek all pos- 
sible means to escape it. The distinction between ’evasion’ 
and ’avoidance’ is largely dependent on the difference in 
methods of escape resorted to. Some arc instances of merely 
availing, strictly in accordance with law, the tax exemptions or 
tax privileges offered by the Government. Others arc 
manoeuvres involving an element of deceit, mis- 
representation of facts, falsification of accounts, including 
downright fraud. The first represents what is truly tax plan- 
ning, the latter tax evasion. However, between these two ex- 
tremes there lies a vast domain for selecting a variety of 
methods which, though technically satisfying the require- 
ments of law, in fact circumvent it with a view to eliminate or 
reduce tax burden. It is these methods which constitute ’tax 
avoidance'. 

150. Attempts at tax planning or methods such as avail- 
ing of the various benefits and concessions provided under 
the tax laws should not be shunned as unethical or anti- 
social. But those types of tax avoidance which violate the 
spirit and intention of the law and at times border on tax eva- 
sion are certainly disapproved. 

Concept of taxable income 
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151. Income-tax statute should contain a comprehen- 
sive definition of income whereby all incomings are brought 
to tax, subject to specified exemptions provided therein. 

Casual and non-recurring receipts 

152. The exemption now available to the casual and 
non-recurring receipts under the Income-tax Act should be 
withdrawn. The following scheme of taxation of receipts of 
casual and non-recurring nature is suggested: 

(i) Receipts which are of a casual and non-recurring nature 
and are in excess of Rs. 1,000 in a year should be in- 
cluded in the total income to be taxed at normal rates. 
Reasonable expenses should be allowed. Exemption upto 
Rs. 1,000 would relieve the taxpayer of the responsibility 
to account for petty receipts. 

(ii) Winnings from State lotteries may be taxed on a conces- 
sional basis as applicable to long-term capital gains on 
assets other than lands and buildings. 

(iii) Casual losses should be set off only against the same 
type of income. For instance, losses in respect of racing 
would be set off only against income from racing. 

(iv) Tax @ 33 per cent should be deducted at source from 
prizes in crossword puzzles, race winnings and lotteries 
where the amount exceeds Rs. 1,000. 

Capital gains 

153. Capital gains should not be treated on a par with 
other income. Such gains may be partly attributable to infla- 
tionary pressures and, in any case, represent income which 
has accrued over a period of time. 

154. Concessional treatment of capital gains should 
apply only to capital assets held for more than five years. Ac- 
cordingly, the definition of short-term capital asset will have 
to be changed. 

Hindu undivided family 

155. The Hindu undivided family as a unit of assess- 
ment is retained in most cases only when it enables the per- 
sons concerned to reduce their tax liability and, in other 
cases, it is promptly partitioned without considerations of 
sentiment coming in the way. 

156. A Hindu undivided family should be taxed at a 
special rate if any of its members has independent income 
above the maximum not liable to tax. Such Hindu undivided 
families should be taxed at the following rates: 


Income in 

Rs. 

Rate in % 

5,001 

10,000 

15 

10,001 

15,000 

25 

15,001 

20,000 

35 

20,001 

30,000 

45 

30,001 

50,000 

55 

Over 

50,000 

65 


In addition, 15 per cent surcharge should also be leviable 
where the income exceeds Rs. 15,000. 

Similarly, under the Wealth-tax Act, there should be a 
separate schedule with higher rates applicable to Hindu un- 
divided families where any member of family has independ- 
ent wealth above the exemption limit. 


Clubbing income of husband, wife and minor children 

157. Family consisting of husband, wife and minor 
children being treated as a unit of assessment is not 
favoured. 

Measures to check diversion of income 

158. Clause (v) of section 64 (1) of the Income-tax Act, 
1961, should be suitably amended by introducing a deeming 
provision, if necessary, to cover income arising from assets 
transferred indirectly. 

159. Section 64(1) of the Income-tax Act, 1961 should 
be suitably amended to provide that in computing the income 
of a parent-in-law or a paternal grandparent, there shall also 
be included such income as arises directly or indirectly 
through assets transferred by him/her directly or indirectly 
otherwise than for adequate consideration to or for the 
benefit of a daughter-in-law or a minor grandchild, as the 
case may be. 

160. By a suitable Explanation to section 64(1) of the 
Income-tax Act, 1961, the effect of the judgment of the 
Supreme Court in the case of Commissioner of Income-tax 
vs. Prcm Bhai Parekh and others (77 I.T.R. 27) should be 
taken away. 

161. It should be provided in law that in computing the 
total income of an individual there shall bt included all such 
income as arises directly or indirectly to the spouse of such 
individual by way of salary, commission, fees or any other 
form of remuneration from a concern in which such in- 
dividual has substantial interest. For this purpose, an in- 
dividual may be deemed to have a ’substantial intcrcst’(a) in 
the case of a limited company, if its shares carrying not less 
than 20 per cent of the voting power were, at any time during 
the previous year, owned beneficially by such individual 
either singly or along with his relatives and (b) in the case of 
any other concern, if such individual either singly or along 
with his relatives was entitled in the aggregate at any time 
during the previous year, to not less than 20 per cent of the 
profits of such concern. For this purpose, the term ’relative’ 
should have the same meaning as in clause (41) of section 2 
of the Income-tax Act, 1961. 

Tax treatment of firms and partners 

162. The Partnership Act should be so amended as to 
preclude the admission of minors to the benefits of partner- 
ship. However in order to avoid hardship, an exception may 
be made in the case of succession on the- death of a parent. 
Further, until such an amendment is made to the Partnership 
Act, the Income-tax Act should be amended to provide for 
inclusion of a minor’s share from a firm in the income of that 
parent whose total income is higher. 

163. Gaims of sub-partnerships should be investigated 
in depth to uncover collusive arrangements. 

164. Where a partner in a firm is an undisclosed 
benamidar of an outsider, and any one or more of the other 
partners knew or had reason to believe that it was so, the 
firm should not be treated as a validly constituted partner- 
ship. 

165. The levy of a separate tax on registered firms ren- 
dering professional services should be discontinued. 
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Share dealings by companies 

166. The results of dealings in shares by companies 
other than investment, banking and finance companies, 
should be treated in a manner analogous to speculation busi- 
ness. 

Treatment of perquisites 

167. The Government should re-examine all the exist- 
ing rules pertaining to valuation of perquisites in order to 
update them with reference to the current market trends. 

Taxation of discontinued business 

168. A provision on the lines of section 176(4) of the 
Income-Tax Act 1961, should be added to cover also income 
from business received after its discontinuance. 

Charitable and religious trusts 

169. Evety person in receipt of income derived either 
from property held under trust or other legal obligation for 
charitable or religious purposes or from voluntary contribu- 
tions received on behalf of such trust or institution should be 
required to furnish a return of income if the total income, ig- 
noring the exemption under section 11 and 12 of the 
Income-tax Act, 1961, exceeds the maximum amount not 
chargeable to income-tax. 

170. The law may be amended to provide that where a 
person, who is under an obligation to furnish a return of in- 
come under section 139(4A) of the Income-tax Act 1961, fails 
to furnish such a return, he shall be liable to pay penalty upto 
one per cent of the income of the trust for each year of 
default or part thereof. 

171. The Income-tax Law may be amended to cast an 
obligation on all charitable and religious trusts which seek in- 
come tax exemption to register themselves with the Income- 
tax Department Trusts which fail to get registered within a 
prescribed period will not be entitled to claim income-tax ex- 
emption. The existing trusts may be required to get them- 
selves registered within one year from the date of enactment 
of the new provision and trusts formed after the enactment 
should get themselves registered within six months of the 
date of the constitution of the trust 

172. All trusts with incomes/receipts exceeding rupees 
twenty-five thousand should be under a statutory obligation 
to have their accounts audited in the prescribed manner, 

173 . Law should be suitably amended to provide that 
where a trust for the relief of the poor, education or medical 
relief derives income from any activity for profit, its income 
would be exempt from income-tax only if the said activity for 
profit is carried on in the course of the actual carrying out of 
a primary purpose of the institution. So far as trusts for any 
other object of general public utility are concerned, pursuit 
of any activity for profit should continue to render them in- 
eligible for tax exemption. 

174. The existing conditions for spending the trust in- 
come for charitable purposes within the same year, or ac- 
cumulating it in the specified manner, should be relaxed, 
where the trust is prevented from complying with them on 
account of not having actually received the income in ques- 
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tion. 

175. All ’ghost’ or anonymous donations to charitable or 
religious trusts should be taxed at the rate of 65 per cent. 
Religious trusts may, however, be left out of the purview of 
this provision. 

176. Where any part of the corpus of income of a 
charitable or religious trust is used by or for the benefit of 
the founder, trustee, etc., for any period in a year, such a 
trust should be liable to pay wealth-tax on the value of its en- 
tire property in the same manner as the discretionary trusts 
under the provisions of section 21(4) of the Wealth-tax Act, 
1957. 

177. Barring the original corpus, there should be a total 
ban on trusts investing any of their funds in any business con- 
cern, including a limited company. 

178. Section 13 of the Income-tax Act, 1961 provides, in- 
ter alia, that a charitable or religious trust or institution will 
be denied exemption from tax if the funds belonging to it are 
invested, or continue to remain invested, during the previous 
year in any concern in which the author or founder thereof or 
substantial contributor to it or their relative has a substantia) 
interest. This condition should not operate when such an in- 
vestment itself forms a part of the initial corpus of the trust. 

179. The term 'substantial portion’, used in section 13 of 
the Income-tax Act, 1961 should be so defined as to mean 
any property or Income exceeding one thousand rupees and 
the term 'substantial contribution’ used in the said section 
should be defined as an amount exceeding five per cent of 
the corpus of the trust. Further, persons mentioned in sec- 
tion 13(3) of the Income-tax Act, 1961 should also include a 
trustee and his relatives and the term ’relative’ should also 
include relatives through marriage. 

180. Section 12 of the Income-tax Act, 1961 may be 
amended to provide that the benefit of tax exemption in 
respect of income received by way of voluntary contributions 
will be available only to charitable and religious trusts which 
enure wholly for the benefit of the public. Further, it may be 
provided that the voluntary contributions received by 
religious and charitable trusts will be treated as income of 
such trusts for the purpose of section 11 and 13 of the 
Income-tax Act, 1961. However, voluntary contributions in 
the nature of endowments or for specific projects related to 
the objects of the trust may be allowed to be accumulated or 
set apart. 

181. The law may be suitably amended to provide that 
exemption under sections 11 and 12 of the Income-tax Act, 
1961 will be available to trusts created before 1st day of 
April, 1962 if they conform to the requirements of the law as 
applicable to trusts created after 31-3-1962. The period for 
effecting the necessary changes may be fixed at two years 
from the date of amendment of the law in this behalf. As 
some mixed trusts may have to be split up for this puiposc, a 
suitable machinery may be set up by the Government to ef- 
fect a smooth change over. 

182. There is a strong case for having an all India legisla- 
tion for the purpose of controlling and regulating the work- 
ing of various public charitable and religious trusts in India. 
Apart from the provisions contained in the draft Bill, which 
was introduced in the Parliament in 1968 for this purpose 
(but which lapsed with the dissolution of the Lok Sabha in 
1970), such legislation should contain some further provi- 
sions. The Government should have the power to nominate 
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one or more trustees in the case of a trust with income ex- 
ceeding rupees fifty thousand per annum, notwithstanding 
the terms of the trust deed. There should also be a provision 
against the continuance of the same persons as trustees on 
the governing body of a trust. The number of life trustees in 
any public trust should not exceed 25 per cent of the total 
strength of its trustees. As regards other trustees, the prin- 
ciple of rotation should be introduced so that one-third retire 
every five years. No trustee should be eligible for re- 
appointment more than once. Further, there should be yet 
another provision to ensure that the number of trustees who 
arc close relatives of the founders) of a trust, does not at 
any time exceed 25 per cent of the total strength of the 
trustees. These provisions should be made applicable even to 
the existing trusts. 

Measures to check avoidance of wealth-tax 

183. Sub-clause (iii) of clause (a) of section 4(1) of the 
Wealth-tax Act, 1957, (which corresponds to clause (v) of 
section 64(1) of the Income-tax Act, 1961) should also be 
amended to cover indirect transfer of assets 

184. There is another type of diversion where a parent- 
in-law or paternal grandparent transfers assets directly or in- 
directly, otherwise than for adequate consideration, to the 
daughter-in-law, or minor grandchild, as the case may be, for 
his or her immediate or deferred benefit. A suitable provi- 
sion may be made in the Wealth-tax Act for the inclusion of 
the value of such transferred assets in the net wealth of the 
parent-in-law or paternal grandparent, as the case may be. 

185. In the matter of valuation of unquoted shares, the 
wealth-tax rule in this behalf tilts the scale in favour of the 
shareholder. According to this rule, the value is determined, 
subject to certain adjustments on account of dividends 
declared, with reference to the book value of the assets and 
liabilities as reflected in the balance-sheet. This rule com- 
pletely bars revaluation of immovable properties held as as- 
sets by the company. It is common knowledge that closely- 
held companies owning huge immovable properties in big 
cities show only the depreciated value of such properties in 
their balance-sheet though their market value is, in fact, 
several times the book value. -The position in this behalf 
should be reviewed, and for the purposes of valuation of 
shares of closely-held companies, the rule should be revised 
to provide revaluation of immovable properties held by such 
companies - other than as their business premises - so as to 
bring the value of such properties upto their fair market 
value, taking into account, inter alia, their actual yield. 

186. The valuation of immovable properties once 
adopted after due enquiry should remain unchanged for a 
period of five years, except for additions, alterations and im- 
provements. 

187. Any change in the basis of levy of wealth-tax from 
'market value’ to 'cost price’ of an asset is not favoured. 

Measures to check avoidance of gift-tax and estate duty 

188. The Wealth-tax Act, 1957 and the Gift-tax Act, 1958 
may be suitably amended to provide that a gift made by any 
person by means of book entries alone will not be recognised 
as a valid gift unless it is accompanied by physical transfer of 
cash. 


189. Gifts made by a person from year to year should be 
aggregated. Gifts upto a total amount of rupees one 
thousand in a year may, however, be exempted. Additionally 
individual gifts upto Rs.200 per donee may be ignored. Gifts 
made in any year should be taxed by applying the rate ap- 
propriate to the slab in which, after aggregation, the gifts 
made in a particular year fall. This provision should be made 
prospective to avoid unnecessary hardship. 

190. The principle of aggregation of gifts should be ex- 
tended further so as to achieve complete integration with es- 
tate duty. For this purpose, the principal value of the estate 
passing on death should be aggregated with the taxable gifts 
made during life-time. The estate duty will first be calculated 
on this aggregate amount, subject to such exemptions as may 
be available at the time, and then credit allowed for the gift- 
tax paid during life-time. 

TAX ARREARS 

Introductory 

191. Tax arrears have been a chronic problem with the 
Department and have of late assumed serious proportions. 
The magnitude of the problem of arrears in our country 
seems to have no parallel elsewhere. 

192. The measures taken so far for tackling the problem 
of tax arrears seem to have made no significant dent on the 
hard core of the problem. The trouble is deep rooted and 
calls for some radical remedies. 

Causes or Arrears 

193. The main causes of tax arrears arc as follows: 

(a) Treating as arrears amounts not due for collection, 
demands relating to protective assessments as also dis- 
puted demand. 

(b) Unrealistic and over-pitched assessments. 

(c) Administrative delays— late assessments, finalising impor- 
tant revenue cases towards the close of the financial year, 
completing assessments for several years together, delays 
in disposal of appeals, etc. 

(d) Administrative deficiency— frequent changes in jurisdic- 
tion, unscientific and cumbersome accounting and collec- 
tion procedures, shortage of personnel and lack of 
proper training and even the minimum equipment in col- 
lection and recovery wings, inadequate powers and in- 
adequate exercise of powers and lack of co-ordination 
among assessing, collection and recovery officers. 

(e) Factors beyond the control of the Department com- 
panies going into liquidation, asscssces leaving the 
country or becoming untraceablc and assessees alienat- 
ing assets. Heavy penalties and interests increase the ar- 
rears. 

(f) Slow progress of write off of irrecoverable arrears and 
scaling down of partially irrecoverable arrears. 

Remedial Measures 

194. The causes, though many and varied, are all linked 
to inadequacies of administration, and inadequacies of law 
and procedure. The measures taken in the past have been 
palliatives for individual symptoms rather than a cure for the 
malady itself. 
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195. Where the asscssec does not honour the undertak- 
ing given at the time of grant of instalments, the Department 
should take a stiff attitude in the matter of realisation of ar- 
rears. 

196. The powers conferred on the officers under the 
Second and Third Schedules to the Income-tax Act, 1961 
should be exercised with vigour and firmness. In particular, 
the powers of distraint should be exercised on a much wider 
scale than at present. All Income-tax Officers entrusted with 
collection duties may be authorised to effect distraint and 
sale of movable properties and Inspectors working under 
them may be authorised to execute distress warrants issued 
by them. 

197. It is difficult to appreciate the significance of the fre- 
quent collection and recovery drives said to have been 
launched at the behest of the Central Board of Direct Taxes 
when the collection and recovery units have not been 
provided with the requisite man-power. The Government 
shoutd make a proper assessment of work-load in the collec- 
tion and recovery units. A proper balance should be ensured 
between the number of recovery and collection officers and 
the number of assessing officer. Further, additional provision 
should be made to clear the existing back-log of arrears. 

198. The field staff in the recovery units should be given 
adequate training before they are assigned duties. Only pier- 
sons with an aptitude for such field work and possessing 
robust health should be selected f or this type of work. As the 
field staff have to perform out-door duties, they should also 
be provided with uniforms. 

199. The ideal position would be to have accounting, col- 
lection and recovery under a separate hierarchy. However, 
for the present, at least till the back-log of arrears is cleared, 
recovery work, i^, coercive collection on recovery certifi- 
cates, should be placed under a separate hierarchy. In bigger 
charges, recovery units should be placed under Assistant 
Commissioners (Recovery) and Additional Commissioners 
(Recovery). In smaller charges, they should be with an Assis- 
tant Commissioner (Recovery), under the over-all supervi- 
sion of the Territorial Commissioner of Income-tax. 

200. The Inspecting Assistant Commissioners should be 
given training in management, and made rcsjxmsibJe for the 
harmonious, co-ordinated and efficient working of the 
Income-tax offices. 

201. Recovery cannot be effective unless the field staff is, 
on the move. Field staff in recovery units should be provided 
with adequate number of vehicles. 

202. Adequate storage facilities, including strong rooms 
and safes, should be provided and adequate arrangements 
made for the safe custody of distrained goods. The Depart- 
ment should make arrangements with the jail authorities for 
locking up of tax defaulters in civil prisons. Adequate funds 
should also be placed at the disposal of Tax Recovery Of- 
ficers to defray the expanses of defaulters' stay in the civil 
lock-ups 

203. The Recovery units of the Income-tax Department 
should be provided with their own sepoys and havildars on 
the lines of the Central Excise Department. The Intelligence 
Wing can also draw upon them in connection with searches 
and secures. 

204. Officers and Inspectors on the work of recovery, 
searches and seizures should be provided with firearms. 

205. A standing counsel competent in civil matters may 
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be appointed in every Commissioner’s charge to advise on 
issues raised in reeovety proceedings. 

206. Write off and scaling down of irrecoverable or partially 
recoverable demands has not kept pace with the case arising 
therefor. Any delay in the disposal of scaling down petitions 
not only results in irrecoverable demands being shown as ar- 
rears, but often holds up payment of taxes which are other- 
wise recoverable. 

207. It will be necessary to have a whole-time organisa- 
tion, at least for some years to deal with the matter if any sig- 
nificant progress is to be made in writing off and scaling 
down tax arrears which arc wholly or partly irrecoverable. A 
high-powered body may be set up within the Department ex- 
clusively to consider and decide cases of write off and scaling 
down of arrears where the amounts involved exceed Rs. one 
lakh. The Committee should consist of three Members in- 
cluding Member (Finance), if any, of the reconstituted Board. 
The Members should have status eijual to the Members of 
Central Board of Direct Taxes. The Committee’s decision 
will be final and will not be questioned before any other ad- 
ministrative authority. The Committee should submit an an- 
nual report to the Government. 

208. In every case of scaling down, an affidavit regarding 
the assets of the defaulter should invariably be obtained and 
the agreement to scale down should provide that it shall be 
void if any undisclosed assets subsequently come to light. 

209. The services of the Intelligence Wing should be req- 
uisitioned in appropriate cases to uncover secret assets of the 
defaulters. Rewards upto 20 per cent of the value of the as- 
sets may be given to informers in respect of information 
leading to discovery of undisclosed assets of defaulters. The 
names of defaulters and the olTer of rewards should be 
widely publicised. In all worthwhile cases, the defaulters 
should also be sent to jail before proposing write off of the 
arrears outstanding against them as irrecoverable. 

210. It is equally necessary that ways and means arc 
devised to ensure that tax demands do not fall into arrears in 
future. The rate of interest chargeable or payable under the 
various provisions of the direct tax laws should be increased 
from 9 per cent per annum to 12 pier cent per annum. This 
works out to one per cent pier month and would incidentally 
facilitate calculations. 

211. Interest should be levied under the various provi- 
sions of the direct tax laws for each completed month and on 
round sums in multiples of Rs.100. 

212. The law need not be made more complicated by 
provision of discounts for prompt payment of tax and levies 
for delayed payments. 

213. Interest on moneys borrowed for payment of taxes 
should be allowed as a deduction in computing taxable in- 
come. This would help the Department in collecting 
revenue, including arrears, and would be an added justifica- 
tion for levying heavy penalties in cases of continuing 
defaults. 

214. Interest on refunds due as a result of appeals eta, 
should be allowed from the date the disputed demand was 
originally paid. 

215. Proviso to Section 22 1(1) of the Income-tax 
Act, 1961, which necessitates giving the defaulter a reasonable 
opportunity of being heard before he is penalised, may be 
deleted. A similar requirement for levy of penalty under Sec- 
tion 140A(3) for default in payment of tax due on self- 
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assessment should also be dropped. However, the clause 
relating to liability to penalty without further notice may be 
printed in bold letters on the demand notice itself. This 
should serve as sufficient notice to the tax-payer. The 
Income-tax Officer should be enabled to cancel the penalty 
order by way of rectification wherever it is established to his 
satisfaction that payment had already been made, by adjust- 
ment or otherwise, on or before the due date. 

216. The first penalty for short delays should not exceed 
10 per cent of the tax payable but not paid. 

217. The Department should make greater use of powers of 
sending tax defaulters to civil prison. 

218. The law may be suitably amended to authorise 
prosecution of tax defaulters. The- Department should 
launch criminal prosecutions in flagrant cases of default in 
payment of taxes. 

219. Tax Recovery Officers may, in the first instance, be 
authorised to order suspension of business, other than in- 
dustrial undertakings, as a mode of recovery of out-standing 
taxes. Recourse may also be taken to appoint receivers in 
suitable cases, including industrial undertakings. 

220. The law may be suitably amended to create an 
automatic lien on properties, movable and immovable, of the 
tax-payer in favour of the revenue on the lines of provisions 
contained in the U.S. law. The lien should be operative from 
the date any demand is raised against the tax-payer till the 
time the liability is finally liquidated. 

221. A statutory provision may be made empowering the 
income-tax authorities to levy a provisional attachment on 
the assets of a tax-payer, whose case is under investigation 
for tax fraud, even before a tax demand is actually raised 
against him. 

222. Properties transferred directly or indirectly, other- 
wise than for adequate consideration, by an individual to his 
spouse or a minor child may be made liable to attachment 
and sale for the purpose of recovering tax dues of such in- 
dividual. Similar liability may also be extended to properties, 
directly or indirectly transferred, otherwise than for adequate 
consideration, by a parent-indaw to a daughter-in-law or by a 
paternal grand-parent to a minor grand-child. 

223. The undisputed portion of the tax should be paid 
before an appeal to the Appellate Assistant Commissioner of 
Income-tax is filed. The Appellate Assistant Commissioner 
should have the power to waive this requirement in ap- 
propriate cases for reasons to be recorded in writing. 

224. .The power to grant stay of disputed tax should vest 
in the Appellate Assistant Commissioner and not the 
Income-tax Officer. 

225. The law may be amended so that the time limit for 
filing an appeal is extended beyond the last date for payment 
of tax. 

226. Revenue matters in respect of which adequate 
remedies are provided in the respective statutes themselves 
should be excluded from the purview of Article 226 of the 
Constitution. 

227. The provisions relating to deduction of tax at source 
may be extended to-cover payment of royalties, rents, profes- 
sional fees and commission, including insurance commission, 
made by all persons other than individuals and Hindu un- 
divided families, and all payments of prizes in lotteries and 
crossword puzzles and race winnings. However, lottery prize 
money, royalties, prizes in crossword puzzles and race win- 


nings upto Rs.1,000 at a time, and payment of rents, profes- 
sional fees and commission upto Rs. 400 at a time, may be 
exempted from such deduction. The rate of deduction 
should be 33 per cent in the case of prizes in lotteries 
crossword puzzles, race winnings and royalties, and 10 per 
cent in the case of other payments. 

228. The law may be amended to provide that tax at the 
rate of 3 per cent of the amount billed by a contractor in 
respect of any contract granted by the Central Government, 
State Government, local authority, a public sector undertak- 
ing or a company will be deducted from the payment made 
against such bill, unless the contractor furnishes a certificate 
from the Income-tax Officer that the tax may be deducted at 
any lower rate or nil rate. A contractor, not being an in- 
dividual or a Hindu undivided family, should be required to 
deduct tax at the rate of 2 per cent from any payment made 
by him to a sub-contractor where the total value of the sub- 
contract exceeds Rs .5,000. 

229. Extending the provisions of Section 194A of the 
Jncome-lax Act so as to require individuals and Hindu un- 
divided families to deduct tax from interest is not favoured. 

230. Levy of both interest and penalty for defaults in 
deducting tax at source and paying it to the credit of the 
Government is justified. Where the default amounts to 
cheating the Exchequer, criminal prosecution is also a must. 
No changes in the existing law are, therefore, necessary. On 
the other hand, the Government should resort to criminal 
prosecutions more frequently for improving the general level 
of compliance. . 

231. To ensure stricter control, all tax-payers while 
making their own returns of income should certify that tax 
has been deducted in accordance with the law, wherever due, 
from salaries, interest, dividends, etc., paid by them. They 
should show the amount of tax deducted and the dates when 
it was paid into the treasury in a schedule, to be provided for 
the purpose, in the form of return of income. 

Persons who are required to deduct tax at source should 
enclose with the returns of deduction of tax the additional 
foil of challan which will be available to them when the four- 
foil chalian system recommended for use in the payment of 
all types of taxes is introduced. Similarly they should also be 
required by law to quote their permanent account number 
code in all the tax deduction certificates, challans and 
returns. 

232. The work relating to the processing of tax deduction 
returns, watching deduction and payment, and taking en- 
forcement action where needed, should be centralised in 
every Commissioner’s charge and entrusted to a senior of- 
ficer assisted by one or more officers and adequate staff, who 
should not have any other work. The officers should also 
have field staff to make surprise checks to verify compliance 
with the requirements of the law relating to deduction of tax 
at source. A centralised register of all persons liable to 
make deductions of tax at source should be maintained so as 
to ensure compliance. The permanent account numbers, 
when introduced, should be made use of in maintaining such 
a register and in co-rclating the deductions made by the 
payers to the tax credits claimed by the payees.* Eventually 
such co-relation could be done by computers. In the mean- 
time, a suitable system may be devised to test check that the 
credit claimed by the payees tallies with the amount 
deposited by the payer. The Internal Audit should also exer- 
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rise greater vigilance in checking this aspect. At the same 
time, the Department should publicise the tax-payers' obliga- 
tions in the matter of deduction of tax at source etc. The 
Department can usefully prepare and distribute attractive 
brochures on the subject to make the public aware of their 
obligations. Further, in all cases where accounts are audited, 
the auditor should be under obligation to state m his report 
whether tax has been deducted at source, where due, and 
deposited to the credit of the Government in accordance with 
law. 

233. The provisions of self-assessment in the Income-tax 
Act as well as Wealth Tax Act should be made applicable to 
all cases irrespective of the amount of tax. The addi-tional 
challan foil from the four-foil challan, recommended for use 
in all types of tax payments, should be enclosed with the 
return of income. As an alternative, a crossed cheque drawn 
in favour of the Income-tax Department towards payment of 
tax due on self-assessment may be enclosed. In either case, 
the fact of payment should be indicated in the appropriate 
cage to be provided for the purpose in the form of return of 
income. 

234. The penalty under Section 140 A(3) of the Income- 
tax Act, 1961 and Section 15 B(3) of the Wealth Tax Act, 
1957, for non-payment of tax on self-assessment should be 
two per cent of the tax due, which is not paid for every month 
of default. However, to avoid hardship to small tax-payers, 
penalty proceedings need not be invoked as a matter of 
course where the amount payable on self-assessment does 
not exceed Rs. 500 or the shortfall in payment does not 
exceed Rs. 200. 

235. Provisions of Section 179 of the Income-tax Act may 
be amplified to cover all private companies and not merely 
those in liquidation, and personal liability to tax should in 
addition to the directors extend to any major shareholder 
who, along with the shares held by or for the benefit of his 
spouse and minor children, holds not less than 20 per cent of 
the equity shares of the company. 

236. Sections 137 and 516 of the Companies Act may be 
amended to provide that the receiver or liquidator should ‘ 
report to the Registrar of Companies the fact of his having 
duly notified the Income-tax Officer under Section 178 of 
the Income-tax Act. The Company law should also provide 
that eveiy company which intends to go into voluntary liqui- 
dation should notify the fact to the Income-tax Officer at the 
time when notices are issued to the shareholders in this be- 
half. 

237. Provision should be made requiring the Registrar to 
notify the Income-tax Officer concerned before taking final 
action under Section 560 of the Companies Act to strike off 
the name of a company. 

238. The scope of Section 189(3) of the Income-tax Act 
should be extended to cover the liability of the partners for 
tax on the share of profits of the dissolved firm to the extent 
the amount could have been retained under Section 182(4) of 
the Income-tax Act. 

239. Section 73(5) of the Estate Duty Act, 1953 may be 
suitably amended to provide for recovery of duty on the lines 
°f the provisions in the Income-tax Act, 1961. 

240. Government should enter into comprehensive tax 
treaties with other countries which should include a provision 
for mutual assistance in the matter of recovery of taxes. 

241. The Department should give wider publicity to auc- 
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tions of properties belonging to influential persons. 

242. A provision in the Income-tax Act to make Income- 
tax officials liable to judicial proceedings for wilfully making 
a false and vexatious assessment is not favoured. As recom- 
mended by the Administrative Reforms Commission, the 
Commissioners and Inspecting Assistant Commissioners 
should impress on the assessing officers that over-assessment 
would be noted as a defect indicating want of judgment and a 
sense of proportion. In addition to making adverse com- 
ments in the confidential character rolls, departmental action 
should be taken against officers who persist in making un- 
reasonably over-pitched assessments. 

243. The law should authorise the Inspecting Assistant 
Commissioner to call for the records of a case on his own 
motion, or on a reference by the Income-tax Officer, or on a 
petition made by the assessee, before an assessment is 
finalised, and issue such directions as he considers fit in the 
ctrcumstances of the case for completion of the assessment 
The direction given will be legally binding on the Income-tax 
Officer. The law should provide for an opportunity to the 
assessee of being heard by the Inspecting Assistant Commis- 
sioner before any directions prejudicial to him are issued. 
An explanation may be added to the effect that for this pur- 
pose, mere directions as to the lines on which investigation 
should proceed, or directions which do not result in enhanc- 
ing any addition proposed by the Income-tax Officer shall 
not be deemed to be prejudicial to the assessee. 

244. There should be a provision in the law requiring the 
Income-tax Officer to send a draft assessment order to the 
assessee to start with, in all cases where the additions or dis- 
allowances proposed to be made in an assessment under Sec- 
tion 143(3) exceed in the aggregate Rs. 25,000. Where the 
tax-payer objects to the assessment being made on the basis 
of the draft order, he should intimate his objections within 7 
days to the Inspecting Assistant Commissioner who will, after 
hearing the assessee and the Income-tax Officer, pass the 
final order of assessment himself. For this purpose, the In- 
specting Assistant Commissioner should have the power to 
accept, reduce, or enhance the income proposed in the draft 
order. 

245. Any further reduction in the time limit for making 
assessments under the Income- tax Act is at present not con- 
sidered necessary. The Wealth Tax Act and Gifts-Tax Act 
may be amended to prescribe a statutory time limit of two 
years from the end of the assessment year. In the case of Es- 
tate Duty Act, the period of limitation for completion of as- 
sessment should be four years from the end of the financial 
year in which the proceedings are commenced. However, the 
period of limitation for commencement of estate duty 
proceedings should be enhanced from 5 years to 8 years as 
for income-tax. 

246. Making hurried assessments in the last few months 
of the year is neither fair to the assessee nor to the revenue 
and deserves to be condemned strongly. Income-tax Officers 
handling major revenue cases should be required to plan 
their programme of work in advance. As far as possible, the 
large revenue yielding cases included in the programme may 
be disposed of by the end of January each year. The- 
programme should be approved by the Inspecting Assistant 
Commissioner, who should ensure that it is strictly adhered 
to. 

247. The problem arising from several years’ assessments 
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being completed together will disappear once the backlog of 
assessments is cleared. 

248. The build-up of arrear demands pending disposal of 
appeals will get reduced when the various recommendations 
intended to reduce the area of disputes and to expedite 
settlement of disputes in important cases are implemented. 

249. The recommendations made in the Chapter on Tax 
Administration for streamlining the administrative set-up will 
eliminate or substantially reduce delays in issue of notices of 
demand, in carrying out adjustments or rectifications, in 
giving effect to appeal orders, etc, all of which tend to ag- 
gravate the position of tax arrears. Prompt issue of refunds 
will help to build up the morale of tax-payers and will create 
the requisite atmosphere for better compliance in the matter 
of payment of taxes as well. 

250. Arrears also result from unsatisfactory accounting 
procedures, frequent changes in jurisdiction and greater em- 
phasis on assessment work than on collection work. The ac- 
counting procedure and pattern of jurisdiction suggested in 
the Chapter on Tax Administration will take care of the first 
two. Functionalisation will take care of the third. 

2 51. For eliminating the amounts which are not yet due 
for collection from the amount shown as arrears, the arrears 
of tax should be accounted for as on 1st July of the year in- 
stead of 1st April. 

252. A provision in law to authorise tax-payers to 
withhold disputed taxes unilaterally is not favoured. Dis- 
puted demands which have been stayed should, however, be 
altogether excluded while reporting arrears. A similar proce- 
dure should be followed in respect of demands raised as a 
result of protective assessments. 

EXEMPTIONS AND DEDUCTIONS 

Introductory 

253. In a wider sense, all deductions, whether they are al- 
lowed in the process of computation of the gross total in- 
come or wealth, or in determining the net taxable income or 
wealth, and all types of rebates, reliefs, abatement of tax, or 
tax credit, are only different modes of providing exemption 
from tax. 

254. Most of the exemptions are based on sound ration- 
ale and are intended to achieve clearcut economic or social 
goals. These cannot be given up merely for achieving 
simplicity in the tax laws. 

255. In reviewing the existing exemptions the need to ac- 
cord greater recognition to the social aims and aspirations of 
the people as also the need for rapid economic growth and 
for enlargement of job opportunities have been kept in mind. 

256. It is not desirable to limit the benefits of exemptions 
in the tax laws to the less privileged classes only. Certain 
ceilings have already been provided, wherever necessary, to 
ensure that undue advantage of the tax concessions is not 
derived by tax-payers in higher income brackets. 

257. Any attempt to consolidate the various exemptions 
into an omnibus allowance would make them highly inelastic 
and self-defeating. 

258. It is not a practical proposition to link the grant of 
incentives to the efficient performance of industry. 

259. Taxation can no longer be considered as a mere 
device for raising resources. It is an important tool for the 


development of economy and for implementing economic 
and social policies in a variety of ways. However, there is 
need for periodical review of fiscal measures to assess their 
effectiveness and utility. 

Review of Existing Exemptions, Deductions, etc. 

260. Agricultural income should be aggregated with the 
other income liable to income-tax and taxed in the manner 
indicated in the Chapter on Black Money and Tax Evasion. 

261. Casual and non-recurring receipts should be taxed in the 
manner and to the extent recommended in the Chapter on 
Tax Avoidance. 

262. It is not feasible to extend the present tax conces- 
sions available to foreign technicians to those who work as 
professionals or on job work basis. 

263. Raising of the ceiling of Rs. 24,000 for exemption in 
respect of gratuity payments is not favoured. 

264. Where the house rent paid by a self-employed in- 
dividual, living in a town notified in this behalf by the 
Government, is in excess of 10 per cent of his gross total in- 
come, a deduction should be allowed in computing his total 
income, in respect of such excess, subject to a maximum of 
Rs. 300 per month or 15 per cent of the gross total income, 
whichever is less. No distinction need be made for this pur- 
pose between furnished and unfurnished accommodation. 
The deduction should be restricted only to an individual who 
does not own any house property himself and whose spouse, 
minor children or the Hindu undivided family of which he is 
a member, does not own any house property either. 

265. The present circular of the Board on the subject of 
scrutiny of actual expenses out of special allowances exempt 
under Section 10(14) of the Income-tax Act, should be 
withdrawn. Instead, instructions should be issued to officers 
to occasionally check such cases to sec that the allowance has 
actually been spent. Normally, such check should be con- 
fined to allowances of more than Rs. 50 per day. 

266. Exemption available in respect of the income of 
provident and superannuation funds under section 10(25) of 
the Income-tax Act may be extended to income of gratuity 
funds also. 

267. The exemption allowed by Section 27 (10) of the 
Income-tax Act in respect of income from livestock breeding, 
poultry and dairy farming may be withdrawn. In order to en- 
sure that small assessces are not hard hit, such income 
should be includible m the total income only if it exceeds Rs. 
3,000 in the aggregate. 

268. In computing salary income, the allowance for books 
may be raised to Rs. 1,000 from the present limit of Rs. 500. 

269. The present deduction of Rs. 200 p.m. allowable to 
an employee owning and using a car for the purpose of his 
employment, and not in receipt of a conveyance allowance, 
should be raised to Rs.250 p.m. The allowance admissible to 
employees, other than car owners, has been increased 
recently. 

270. The deduction admissible under Section 16(ii) of the 
Income-tax Act in respect of entertainment affowance maybe 
withdrawn. 

27 1 . Self-occupation benefit in respect of an additional 
house should be admissible only if the two houses are 
situated at different stations. 

272. The deduction for repairs in computing income 
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from property should continue to be one-sixth of the annua) 
letting value. However, the law may be amended to restrict 
the allowance to the actual amount spent on repairs in cases 
where the claim exceeds Rs. 1,000. Where any part of the 
deduction is disallowed for the reason that the amount has 
not been spent, it should be carried forward and allowed in 
any of the following five years to the extent the actual expen- 
diture incurred on repairs in such year exceeds the admissible 
allowance for that year. 

273. Development rebate has outlived its utility and has 
been rightly withdrawn. 

274. The Government may consider the following, among 
others, forpuiposes of amortisation: 

(a) Lump sum payments for technical know-how; 

(b) Expenditure on ’amalgamation’ or ’merger’ of companies; 

(c) Administrative expenses incurred before the commence- 
ment of business. 

275. A specific provision in the law may be made to per- 
mit deduction, in the computation of income from business 
or profession, of ali expenses pertaining to income-tax ap- 
peals, revisions and references. 

276. Any amendment to the law for allowing wealth tax 
as an admissible deduction in computing the taxable income 
is not favoured. 

277. For.the purpose of computing capital gains relating 

to Hindu undivided family property which was previously the 
property of an individual, a provision similar to that con- 
tained in Section 49(1) may be made to define the cost in 
such cases as the cost to the individual who converted the 
property into family property plus the cost of improvements 
thereto. > 

278. Fees paid to authorised representatives for conduct- 
ing income-tax proceedings, including appeals, revisions and 
references, may be allowed as deduction in computing in- 
come from all sources. 

279. Extension of the higher limits prescribed under Sec- 
tion 80C for authors, playwrights, artists, musicians and ac- 
tors to cover individuals in other professions is not favoured. 

280. Policies for deferred annuity with cash option 
should be disqualified from deduction under Section 80C of 
the Income-tax Act. 

281. The scheme of allowing deduction in respect of 
premia paid for securing retirement annuity may be extended 
to cover all individuals engaged in business, profession or 
vocation, whether as proprietors or in partnership. 

282. The deduction in respect of eligible donations under 
Section 80G both for companies and others should be 
uniformly fixed at 50 per cent. 

283. The deduction under Section 80H in case of new in- 
dustrial undertakings employing displaced persons may be 
deleted. - 

284. The deduction under Section 801 of the Income-tax 
Act in respect of the profits of priority industries may be 
abolished. 

285. Further liberalisation of the provisions of Section 80 
O of the Income-tax Act so as to exempt all income derived 
from foreign sources in consideration of services rendered 
abroad is not considered necessary. 

286. Co-operative societies should be subjected to com- 
pany rates of tax on their assessable income. 

287. The exemption of dividends from co-operative 
societies from levy of tax may be withdrawn. Instead, 
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dividends from cooperative societies may be considered on 
par with dividends from companies and allowed such benefit 
as may be admissible under Section SOL of the Income-tax 
Act. 

288. The provisions of Section 80QQ of the Income-tax 
Act may be amended so as to restrict the deduction to only 
those cases where no subsidy is received. 

289. Deduction should be allowed at progressively 
diminishing rates ranging from 25 per cent to 5 per cent from 
the professional income of authors, playwrights, painters and 
sculptors derived from Indian sources as well. 

290. Any general increase in the wealth tax exemption 
limit is not favoured. 

291. Amounts invested by a person in his own business 
carried on by him as proprietor or in partnership may be ex- 
empted from wealth tax, subject to the limits laid down in 
Section 5(1A) of the Wealth Tax Act. Further, the restric- 
tion of six months in Section 5(3) of the Wealth Tax Act is 
unnecessary and maybe deleted. 

292. The exemption under Section 5(1) (iv) of the 
Wealth Tax Act should be available only in respect of 
property used exclusively by the assessee for his residential 
puiposes. As an added incentive, newly constructed residen- 
tial houses may be exempted for a period of 5 years even if 
the property is let out. The value of such let out residential 
property together with the value of self-occupied residential 
property will be exempted upto a total amount of Rs. one 
lakh. 

293. The basic exemption slab should be available to all 
taxpayers irrespective of the size of their net wealth. 

294. The proviso to Section 5(1) (v) of the Wealth Tax Act 
may be deleted, but the exemption may be made available 
only to the author or inventor himself and not to any other 
person who acquires the patent or copyright by inheritance, 
contract or otherwise. 

295. Clause (xx) of Section 5(1) of the Wealth Tax Act 
may be amended so as to make the exemption in respect of 
initial issue of equity share capital of certain companies avail- 
able for a period of five years from the date of allotment of 
shares. The exemption may be continued beyond 31st May, 
1971. 

296. Cause (iii) of Section 5(1) of the Gift Tax Act ex- 
empting from gift-tax certain savings certificates may be 
deleted. 

297. The exemption under Section 33(l)(h) of the Estate 
Duty Act in respect of moneys payable under a life insurance 
policy effected by the deceased on his life may be raised from 
Rs. 5,000 to Rs. 10,000. 

298. The word ’female’ occurring in Section 33(l)(k) of 
the Estate Duty Act may be omitted. 

299. The exemption in respect of a residential house un- 
der Section 33(l)(n) of the Estate Duty Act may be re- 
scinded. Instead, it is desirable to raise the basic exemption 
limit for estate duty. 

300. Property of all civil servants killed in the perfor- 
mance of their duty may be exempted from estate duty. 

301. The basic exemption limit for estate duty may be 
raised to Rs. 2 lakhs from the present Rs. 50,000. 

Suggestions for Additional Incentives 

302. A National Development Fund should be estab- 
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lished to which all tax-payers, other than companies, may 
contribute on a voluntary basis. It may be made clear that 
the Fund will be earmarked for utilisation by Government on 
development projects only. The contribution to the Fund in 
any financial year should be subject to a ceiling of 10 per cent 
of the gross total income of the tax-payer or Rs.20,000, 
whichever is less. A percentage of the contribution should be 
allowed as a deduction in computing the total income in the 
same way as under Section 80C of the Income-tax Act, 1961, 
in respect of contributions to a provident fund or payments 
towards life insurance premia, viz. 100 per cent of the first 
Rs. 1,000 of the qualifying amount, 50 percent of the next Rs. 
4,000 and 40 per cent of the balance. However, this deduc- 
tion should be in addition to that admissible at present under 
Section 80C of the Act. 

The contributions to the Fund will be blocked for a 
period of 7 years. The amount on repayment after 7 years 
will not be liable to tax. The rate of interest may be not less 
than 4-1/2 per cent, but the interest may be subject to 
income-tax. As an added incentive, the investment in the 
Fund may be exempted from wealth tax also. 

303. Credit facilities may be allowed to tax-payers by the 
nationalised banks against the collateral security of their 
deposits in the National Development Fund within the 
framework of the credit policy as laid down by the Reserve 
Bank of India from time to time. 

304. The scheme envisaged in para 303 above would help 
in mobilising the much-needed resources without causing any 
undue strain on the tax-payers’ purse or the revenues and 
without placing any excessive burden on the administration. 

305. Re-introduction of relief in any form in respect of 
earned income is not favoured. 

306. Any enlargement of the existing concession in 
respect of self-occupied property is not considered necessary. 
At the same time, there is no justification for withdrawing it 
either. 

307. A deduction of Rs.5,000 may be allowed under 
Chapter VI A of the Income-Tax Act, in addition to the basic 
exemption, to a registered medical practitioner who practices 
in rural areas and docs not have a clinic in any urban area. 

308. For encouraging industrialisation of backward areas, 
a concession in the form of accelerated depreciation equal to 
one and one half times the amount of depreciation which 
would otherwise have been allowable, may be given to tax- 
payers who establish new industrial units in notified areas, in 
respect of their fixed assets. 

309. Tax rebate ranging from 5 per cent to 10 per cent of 
the tax payable may be allowed to an assessee in respect of 
income derived from a labour-oriented industrial unit newly 
set up after a specified date. The rebate should be available 
for a period of 5 years beginning from the year in which the 
operations commence. 

310. Incentives suggested for employment oriented in- 
dustries, a lower capital levy in the case of small companies 
and the recommendation made for deduction of distributed 
profits should take care of the small-scale industries and no 
additional measures are considered necessary. 

311. A Reconstruction and Stabilisation Reserve Fund 
may be established to which all companies may contribute 
upto a maximum of 10 per cent of their gross total income. 
The contributions will be allowed to be deducted in arriving 
at the total income of the companies for tax purposes. To be 


eligible for deduction the deposits may be made at any time 
during the account year or within sue months of the close of 
the account year. The Government will pay interest of 6 per 
cent per annum on these deposits and the amount of interest 
will be subject to tax. Unlike the National Development 
Fund for the non-corporate sector, no overdraft facilities will 
be allowed on the security of these deposits. The companies 
will be free to withdraw at any time upto 50 per cent of the 
deposits for current repairs to buildings or plant and 
machinery, and for research, but the amount withdrawn shall 
be deemed to be income of the year in which it is withdrawn. 
The remaining 50 per cent of the deposits will remain 
blocked for a period of 5 years during which no withdrawals 
will be permitted. After 5 years, the amount may be 
withdrawn with the approval of the Government for expan- 
sion and development purposes only, including employees’ 
housing. The amount of withdrawal will not be subjected to 
tax as income but will be deducted from the cost of assets for 
purposes of depreciation. The deposits in the Fund will not, 
however, be exempt from the capital levy suggested in para 
5.89. 

312. An incentive by way of a tax rebate may be allowed 
to companies, engaged in the manufacture or production of 
specified goods, to reward additional productivity, i.e., in- 
creased utilisation of installed capacity and increased produc- 
tion. The rebate may be in the form of a deduction ranging 
from 5 to 10 per cent of the tax payable for every 10 per cent 
increase in output. For this purpose, suitable norms may be 
evolved by competent authorities for each industry/unit and 
these may be announced well in advance. 

313. In the case of small companies with paid up capital 
not exceeding Rs. 5 lakhs, distributed profits upto 8 per cent 
of the paid-up capital or Rs. 25,000, whichever is less, may be 
totally exempted from tax by showing the same to be 
deducted in computing the total income. In the case of com- 
panies with paid up capital exceeding Rs. 5 lakhs distributed 
profits upto 8 per cent of the paid up capital should be taxed 
at the rate of 30 per cent To prevent avoidance of tax by 
companies enlarging their capital base by issue of bonus 
shares, the bonus share capital should be excluded for this 
purpose. 

314. Section 104 of the Income-Tax Act relating to com- 
pulsory distribution of dividends may be omitted. 

315. All domestic companies, .whether public or private, 
widely-held or closely-held, and industrial or non-industrial 
should be taxed at a uniform rate of 55 per cent. 

316. The existing distinction in the matter of rate of tax 
applicable to widely-held companies with income not exceed- 
ing Rs. 50,000 and others may be done away with, and both 
taxed at the rate of 55 per cent 

317. Surtax on companies should be abolished. 

318. A tax on capital of companies may be introduced. 
Such a tax may be imposed with reference to the valuation 
date as defined in the Wealth Tax Act, 1957. The capital for 
this purpose may be defined as ’owned’ and ’borrowed’ capi- 
tal of companies and such a tax may be fixed at a general fiat 
rate of 1 per cent; a differential treatment in the form of 
either a basic exemption or a lower tax rate may be 
prescribed for small companies. Even public sector com- 
panies should be brought within the purview of such a tax, 
though it might only mean transfer of the amount from one 
pocket to another of the Government. 
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The term ’owned capital’ may be defined for this purpose 
as paid-up capital of the company and reserves, other than 
reserves for specific contingent liabilities The term 
'borrowed capital’ should be defined as an amount calculated 
at eight times the net interest paid by the company towards 
borrowings during the year. 

New industrial companies may be exempted from the 
capital levy for a period of five years from the date of their 
incorporation. 

TAX ADMINISTRATION 

Introductory 

319. Shortcomings in tax administration can frustrate 
even the best of tax policies. The recommendations on tax 
administration will have to receive precedence if the 
measures suggested in the other Chapters are to yield the 
desired results. 

320. The ills that beset the tax administration are many 
and it rs hardly surprising that both tax evasion and tax ar- 
rears have assumed menacing proportions. 

321. Though additions to the numerical strength at 
various levels have been made from time to time, they were 
not commensurate with the increased work-load. 

_ 322. Without certain basic changes in its set-up and 
methods, the tax administration will not be in a position to 
meet the challenge posed by the increasing number of tax- 
payers as also of tax dodgers and defaulters 

Organisational Set-Up 

323. The Central Board of Direct Taxes, which is the 
creation of a statute, viz., the Central Board of Revenue Act, 
1963, should be reconstituted as an independent and 
autonomous Board with five Members including its Chair- 
man, but excluding Member (Finance), if any. The Chairman 
and Members should have the same status and draw, respec- 
tively, the same emoluments as a Secretary and Additional 
Secretaries to the Government of India and should be ap- 
pointed as a rule from among'the personnel of the Income- 
tax Service. The Government should scrupulously respect its 
autonomy and independence and should refrain from giving 
any directions in individual cases, though it could issue direc- 
tions of a general nature. The Board will submit to the Par- 
liament an annual report on the management and perfor- 
mance of the Department. 

324. The Central Board of Direct Taxes should not be a 
part of the Ministry of Finance. As it happens, the 
Secretariat officers function in an environment where they 
arc susceptible to political influences. It is of the highest im- 
portance that, in matters of taxation, the rule of law prevails 
strictly and impartially and there should be no outside in- 
fluence. The direct tax laws administration should be insu- 
lated from political pressures and the Government should 
publicly declare that constituting an independent Board, 
they intend to respect its autonomy both in law and practice. 

325. The Central Board of Direct Taxes should or- 
dinarily act as a body on all matters of general importance. 

326. A senior Member of the Central Board of Direct 
Taxes should be made responsible for matters relating to 
personnel. He should also be responsible for vigilance func- 
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tions and administrative planning relating to both men and 
facilities. 

327. The Board should be given large financial powers by 
making a separate delegation of financial powers in respect 
of it on the lines of the P&T Board on its reorganization in 
1959. A procedure may also be evolved by which the Board 
is enabled to exercise its financial powers effectively. Such 
powers are absolutely necessary if the Board is to discharge 
adequately its responsibility of running the Department effi- 
ciently. 

328. Officers posted in the office of the Central Board of 
Direct Taxes should continue to draw special pay as at 
present. These officers should hold the posts on a fixed 
tenure of not more than five years. 

329. There is no case for abolishing the Directorate of 
Inspection altogether. 

330. A Member of the Central Board of Direct Taxes 
should be in direct charge of intelligence and investigation 
work. The Directorate of Inspection (Investigation) may be 
abolished. 

331. No changes are considered necessary in the set-up 
and functions of the Directorate of Inspection (Income-tax 
and Audit). 

331 The present Directorate of Inspection (Research, 
Statistics and Publication) should be split up into two distinct 
units, one a Directorate of Publications and Public Relations, 
and the other a Directorate of Research and Statistics. 

333. The Directorate of Publications and Public Rela- 
tions should be in charge of all publications required for the 
guidance of the officials and for the education of tax-payers 
The Directorate should also arrange to produce material for 
effective tax-payer education on the lines recommended else- 
where in this report. 

334. As research and statistics are intcr-depcndent, the 
two should be under one Directorate. The Directorate of 
Research and Statistics should be organised and developed as 
a Tax Research Institute within the Department. It should 
be headed by a person with requisite academic qualifications 
and research experience, and manned by persons having the 
necessary background and aptitude for research work, ir- 
respective of their seniority. Officers posted to the Institute 
should be retained there fora sufficiently long time to enable 
them to make a worthwhile contribution. 

335. There is wide scope for intelligent and useful 
research work relating to taxation. 

336. Specialised statistics may be compiled for companies 
and issued separately, after making suitable changes in the 
statistical forms. Simplified statistics may be evolved for the 
large number of ’summary 1 assessments of non-company as- 
sessees (hat will be made on the basis of the returns. Statis- 
tics can be diversified in a variety of other ways to provide 
additional information. 

337. Modem methods of compilation and processing of 
statistics should be adopted, leading to computerised data 
processing so as to facilitate their publication soon after the 
close of the financial year. For this purpose, some officers of 
the Department may be deputed for training, and their serv- 
ices utilised for organising the work on sound and modem 
lines. To clear the backlog, the Department should seek the 
assistance of outside agencies and bring the work of compila- 
tion and publication of statistics up to date. 

338. The O. & P. Division of the Board should be wound 
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all charge of all training establishments. There should be a 
cell under the Director-General for preparing specialised 
training manuals for all trainees, whether officers or clerical 
or executive staff. 

378. The training institution at Nagpur should be 
provided with qualified whole-time instructors of the rank of 
Assistant Commissioners one for each subject. The institu- 
tion should be equipped with modem teaching aids and there 
should be a good library to cater adequately to the require- 
ments of the large number of trainees. The probationary of- 
ficers on their first posting should be attached with senior 
Income-tax Officers for practical training for a period of six 
months. Apart from the initial training course for directly 
recruited Class I officers, the College should run refresher 
courses of two months’ duration for Class I Income-tax Of- 
ficers who should be required to attend the course at least 
twice before they are promoted as Assistant Commissioners. 
Specialised courses in investigation and intelligence for of- 
ficers should also be conducted. The institution should also 
arrange to train instructors at all levels. The services of the 
persons so trained may then be utilised as instructors. 

379. There should be adequate arrangements for the 
lodging of trainees and each one of them should be provided 
with an independent room with attached toilet facilities. 
Similarly there should be adequate provision for both indoor 
and outdoor games. 

380. As in the Indian Administrative Service, the 
seniority of probationary Class I Income-tax Officers should 
be determined taking into account their record in the Staff 
College and the marks obtained by them in the competitive 
examination as also in departmental examinations. 

381. The Tax Research Institute should arrange to con- 
duct orientation courses for senior officers like Commis- 
sioners, Additional Commissioners and Assistant Commis- 
sioners. Every officer newly promoted to these grades 
should attend this course, which should include training in 
management 

382. Zonal/Regional training institutions should be es- 
tablished for initial training of Income-tax Officers Class II 
and Inspectors and also for periodical refresher courses for 
them. 

383. No member of the clerical staff should be put on 
regular work unless he has completed a prescribed course of 
initial training. At each Commissioner’s headquarters, local 
arrangements should be made for training newly recruited 
Lower Division and Upper Division Clerks. One Income-tax 
Officer Class II should be exclusively in charge of such train- 
ing. Officers, and experienced and senior members of the 
staff, should be asked to give lectures to the trainees, for 
which they should be paid honoraria. Adequate arrange- 
ments should also be made to impart intensive practical 
training. During training, there should be fortnightly tests 
for the trainees. _ 

384. There should be a system of in-service training for 
Upper Division Clerks for a fortnight or so eveiy year. The 
Department may introduce a system of postal tuition. 

385. Adequate number of reserve posts should be 
created in each grade to provide sufficient cushion at all 
levels so that the normal functioning of the tax offices does 
not suffer by reason of the officials being away on training or 
on leave. 

386. The Board should give top priority to construction 


of adequate office accommodation at all places and the provi- 
sion of suitable furniture and other essential facilities and 
aids for work. "" “ ’ L 

387. Every officer should be provided with a set of 
Income-tax Reports to enable him to keep himself up-to-date 
in case-law, and well equipped reference libraries should be 
established in all bigger offices. 

388. Forms should be supplied sufficiently in advance 
and in adequate quantities so that work does not get dislo- 
cated on account of chronic shortage from which the Depart- 
ment now seems to suffer. If adequate and prompt supply 
from the forms store by the prescribed date cannot be en- 
sured, the Board/Commissioners should have full powers to 
get the forms printed elsewhere. 

389. Simple mechanical aids such as calculators, 
tabulators, addressographs, numbering machines, copying 
machines, electrical type-writers etc., should be provided in 
adequate numbers to the tax offices, depending on the type 
of work required to be done. Electronic equipment such as 
computers could be used for processing statistics, checking 
tax deduction statements, matching information and such 
other bulk jobs. 

390. The Directorate-General of Organisation and 
Methods should, on the basis of studies, evolve organisa- 
tional patterns and prescribe the strength of personnel re- 
quired for each unit on a rational basis. Thereafter advance 
planning will be necessary to ensure that the Department is 
adequately staffed in all its offices at all times. 

391. Officers should ordinarily stay at one place for a 
minimum of 3 to 5 years. While transferring officers, the 
problem of language, medium of school instruction, etc 
should be given due consideration. The present rule of six 
years’ stay in charge for the purposes of intercharge transfer 
should go. 

392. Officers in a revenue department should not be 
placed in a situation where they have to depend on taxpayers 
for their personal needs. 

The Department should undertake a crash programme for 
providing adequate housing facilities in all stations to its of- 
ficers and staff, particularly those liable to frequent transfeis. 
Pending construction of quarters, which is likely to take time, 
the Government should take on lease private houses and al- 
lot them to the officers and staff of the Income-tax Depart- 
ment on the same terms as Government accommodation. 

393. For Inspectors and clerical staff, a system of grant- 
ing advance increments for good work should be introduced. 

394. The vigilance machinery of the Department should 
be adequately strengthened. Every Commissioner should 
keep a close watch on the undesirable elements in his charge 
and should be required to send to the Board a half-yearly 
report on suspect officers with a bad reputation. 

395. A statement of net worth, on the same pattern as 
suggested for adoption as a schedule to the income-tax 
return, should be prescribed for submission by all officers 
every year to their respective Heads of Departments. In the 
Income-tax Department, these statements will be forwarded, 
after scrutiny by the Commissioners, to the Central Board of 
Direct Taxes. Certain percentage of these statements will be 
checked by the Member (Personnel) of the Board. 

Procedures and Methods of Work 
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396. The efficiency of an administration depends to a 
large extent on the efficacy of its procedures and methods. 

397. The set-up in which the Income-tax Officer func- 
tions on the basis of fixed jurisdiction is unsuitcd to the 
present day requirements. 

398. The Inspecting Assistant Commissioner’s Range 
should be constituted as the basic jurisdictional unit. The 
Range may consist of a specified territory or have specified 
class of cases or even individual cases assigned to it. The In- 
specting Assistant Commissioner and all the Income-tax Of- 
ficers in his Range will have concurrent jurisdiction over all 
the cases in the Range. The distribution of cases as also the 
functions among the Income-tax Officers in the Range 
should be within the administrative competence of the In- 
specting Assistant Commissioner. The Range will also be a 
managerial and administrative unit, with the Inspecting Assis- 
tant Commissioner planning, controlling and co-ordinating 
all the functions therein. 

399. Section 124 of the Income-tax Act may be amended 
so as to clarify that concurrent jurisdiction might be exercised 
in respect of the same function relating to the same person 
or case. 

Section 125 may be further amended to provide that the 
jurisdiction to perform functions of the Income-tax Officer 
might be held by the Inspecting Assistant Commissioner con- 
currently with the Income-tax Officers in his Range. 

Section 119 may be amplified or a new section inserted to 
empower the Inspecting Assistant Commissioner to issue in- 
structions to the Income-tax Officers even in individual cases 
on the lines suggested in the Chapter on Tax Arrears. 

Similar provisions may also be made in the Wealth Tax Act 
and Gift Tax Act. 

400. Assessment and collection arc distinct functions and 
their separation is absolutely necessary in the interest of both 
the taxpayer and the Department. The functional system 
should continue. The Government may, however, review the 
position of sub-division of functions in the assessment unit, 
particularly in the context of the new procedure for accept- 
ance of returns in a large majority of cases. Steps should also 
be tqken to improve the working of the scheme by providing 
adequate and trained staff and proper office accommodation, 
by improving storage facilities and filing procedures, and by 
tightening up supervision and control, and ensuring co- 
ordinated functioning. Items of work should be disposed of 
in a chronological order and watch kept on the age of pend- 
ing items. The Inspecting Assistant Commissioner’s Range 
should constitute a functional unit and the Inspecting Assis- 
tant Commissioner should be made responsible for its proper 
administration and co-ordination. 

401. Separate staff for weeding should be provided by posting 
one or two weeders to each record room. A system of weed- 
ing should be evolved wherein the weeding notation is shown 
at the top of every paper as it is filed. It is also necessary 
that all papers in a file should be serially page-numbered. 

402. Cases should be rc-categorised as follows, irrespec- 
tive of the source of income: 

Category I-All cases with income exceeding Rs. 50,000. 
Category II-Cases with income exceeding Rs. 25,000 but not 

exceeding Rs. 50,000 and also loss cases 
Category’ Ill-Cases with income exceeding Rs. 15,000 but not 

exceeding Rs. 25,000. 


Categoiy IV-A1I other cases. 

403. Class II Officets and junior Class I Officers should 
be entrusted with assessment work under Section 143(1) of 
the Income-tax Act as also scrutiny cases where assessments 
have been re-opened under clause (a) of Section 143(2) on 
assessees’ request and other scrutiny cases where the income 
docs not exceed Rs. 25,000. All scrutiny cases with income 
above Rs^5,000 and all invesligation cases should be 
entrusted to senior Class I Income-tax Officers. 

404. Assistant Commissioners should be entrusted with 

assessment work in all tax fraud cases and high revenue 
potential cases. v 

405. Steps should be taken immediately to classify all as- 
sessment charges according to the degree of responsibilities 
involved on the lines suggested above. The Board should 
scrupulously avoid posting junior officers to senior charges, 
except as a purely temporary measure for short duration. 

406 Sections 193 and 194 of the Income-tax Act may be 
suitably amended so as to exempt payments of dividend and 
interest on securities not exceeding Rs. 200 to a person at a 
time from deduction of tax at source. 

407. All deductions other than those by or on behalf of 
the Government may be required to be paid to the credit of 
the Government by the 10th day of the month next following 
the month in which the deduction is made. 

408 The present system of the Department issuing 
notices for payment of advance tax should continue. 

409. Making the last assessed tax as the basis for ad- 
vance tax demand is not favoured 

410. The provisions of Section 212(3A) of the Income-tax 
Act should continue but its application should be restricted 
to companies only and the margin of 33-1/3 per cent should 
be reduced to 25 per cent. 

411. Both interest and penal provisions should continue 
for dealing effectively with non-compliance or improper com- 
pliance with the requirements of law relating to filing of es- 
timate and payment of advance tax. 

412. The Gift Tax Act may be amended to authorise the 
tax-payer to take credit for the discount for advance pay- 
ment and pay only 9/10 of the gift-tax due in the first in- 
stance itself. 

413. The practice of issuing notices in all cases under 
Section 139(2) of the Income-tax Act should be discontinued. 
Return forms should, however, be mailed to all listed tax- 
payers In the months of May every financial year by ordinary 
post. 

414. It should not be necessary that before a notice un- 
der Section 142(1) can be issued, the notice under section 
139(2) must have been served. Section 142(1) may be 
amended and the word 'served' substituted by the word 
’issued’ with reference to the notice under Section 339(2) of 
the Income-tax Act. 

415. Persons having only income from salaty and no 
other income, in whose case tax has been correctly deducted 
at source, may be exempted from the liability to file returns 
under Section 139(1) of lhe Act, if the gross salary docs not 
exceed Rs. 15,000. 

416. To facilitate filing of returns, counters may be 
opened in each Inspecting Assistant Commissioner’s Range 
for receiving returns, whether sent through post or by mes- 
senger. In mofussil charges, however, where the Inspecting 
Assistant Commissioner’s Range will cover several towns, 
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such centralisation will not be possible and arrangements for 
receipt of returns should be made in each tax circle. 

417. To facilitate refund of excess advance tax collected, 
Section 141A of the Income-tax Act may be amended to 
provide that the provisional assessment contemplated there-' 
under shall be made within six months from the date of filing 
of the return. 

418. Selection of eases for scrutiny should be on random 
sampling basis and of such percentage of cases as will be con- 
sistent with the interest of revenue and availability of man- 
power. 

419. It is not considered desirable to lay down a rigid 
procedure that in every ease selected for scrutiny the ac- 
counts of 3 or 4 years should be examined. 

420. In an attempt to clear the backlog of pending assess- 
ment, disposal targets have been stretched in recent years 
beyond the capacity of the Officers and staff. The Direc- 
torate of Organisation and Methods should help to evolve 
practical and rational work norms. 

421. Raising of the income-tax exemption limit from its 
present level is not favoured. 

422. The collection and accounting machinery and proce- 
dures of the Department require to be streamlined. 

423. Tax payers should be supplied with challan forms on 
the pattern of bank pay-in-slips which they could themselves 
fill in and sign and utilise for making tax payments. Separate 
challan forms will be necessary for income-tax, tax deducted 
at source, wealth-tax, gift tax, etc. To eliminate possibilities 
of challans going astray on account of incomplete or incor- 
rect particulars, the taxpayers may be properly educated to 
quote invariably their permanent account numbers. Where 
payment is made in response to a notice of demand, the 
tax-payer should also reproduce the Demand and Collections 
Register entiy number (which should be indicated on the 
demand notice) at the appropriate places on all the foils of 
the challan. Treasuries/banks may be suitably instructed not 
to accept payments unless the relevant cages on the challan 
arc properly filled in. 

424. Four-foil challans should be introduced for all types 

of tax payments. While credit may be given to the tax-payer 
in the first instance on the basis of the additional foil, the 
Department must verify the payment with reference to 
original records. » 

425. Additional facilities for payment of tax should be 
provided in all big cities and major towns by opening 
branches of the State Bank in the premises of Income-tax of- 
fices. Additional counters could be opened seasonally when 
advance tax payments or payments of self-assessment tax be- 
come due. The suggestion that the Department itself should 
operate cash counters at the Income-tax offices is not 
favoured. 

The suggestion that all nationalised banks should be 
authorised to receive payments of tax is not favoured. 
However, banks could, as part of their service to their ac- 
count holders, arrange tax payments at the appropriate 
receiving offices and secure the challan receipts for them. 

426. The separation of assessment and collection func- 
tions should be extended to cover all multi-officer Income- 
tax circles. In due course, the entire collection work in the 
city charges could be centralised and tax-payers’ accounts 
maintained on the basis of permanent account numbers. 

427. Ledger cards should be maintained in arrears cases 
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where more than one year’s demand is outstanding. In all 
eases where ledger cards arc maintained, half-yearly state- 
ments of accounts should be sent to the concerned tar- 
payers. 

p + 120X428. A simple and effective collection and accounting 
procedure is outlined in Appendix IX, which does not make 
too much of a deviation from the present procedure with 
which the Departmental personnel have been familiar over 
the years. 

An annual reconciliation of the amounts of advance tar 
and self-assessment tax adjusted in any year should be made 
with the actual amounts paid in the respective years. 

429. The Internal Audit Wing of the Department should 
exercise greater vigilance and check over the accounts of the 
Department. 

430. Disciplinary action should be initiated in all cases 
where the refund voucher docs not issue within seven days of 
the passing of the order. 

431. Refund vouchers may be replaced by cheques and 
the system of advice note discontinued except in case of 
refunds exceeding Rs. 1 lakh. 

432. Section 245 of the Income-tax Act may be suitably 
amended to give the tax-payer the right to set off the 
amount, or any part thereof, of any refund due to him, in 
consequence of an order of assessment, appeal or revision 
against any sum payable by him under the Income-tax Act, 
after giving an intimation to the Income-tax Officer of the 
proposed adjustment. To start with, this adjustment may not 
be allowed against payment of advance tax. 

433. It is not feasible to allow interest on refunds upto 
the date of delivery of the refund voucher. 

434. Completion of assessments on the basis of returns in 
most of the small cases, and avoiding over-pitched assess- 
ments in others, will reduce the number of appeals, and the 
man-power released can be diverted to making more and bet- 
ter assessments. 

435. The suggestion that Appellate Assistant Commis- 
sioner should be placed outside the administrative control of 
the Central Board of Direct Taxes is not favoured. 

436. Administrative control over the Appellate Assistant 
Commissioners should remain with the Board, and the Direc- 
tor of Inspection should carry out inspection of their offices 
once at least in every five years. 

437. The suggestion that appeals in big cases should be 
heard by two Appellate Assistant Commissioners or that the 
Department should also be represented before the Appel- 
late Assistant Commissioner is not favoured. 

438. The suggestion that Tribunal Benches with more 
than two Members should be constituted for hearing bigger 

- appeals or that Single Member Benches should be done away 
with is not approved as that would mean unnecessary wastage 
of man-power. - 

439. Assistant Commissioners with law qualifications and 
not less than three years’ service as Appellate Assistant Com- 
missioner or Senior Authorised Representative may be made 
eligible to apply for the post of Judicial Member in the Ap- 
pellate Tribunal. 

440. The revisionaiy powers of Commissioners^ should 
continue but they should be^exercised by the Commissioner 
himself and not by an Additional Commissioner. 

441. The Income-tax Act may be suitably amended o 
provide for the creation of permanent Tax Benches in the 
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High Courts. The Tax Benches should sit continuously so 
long as there is sufficient income-tax work to be attended to. 
To clear the - present backlog in some of the High Courts, 
retired Judges may, if necessary, be appointed under Article 
224A of the Constitution. 

442. In order that provisions of section 257 of the 
Income-tax Act arc invoked more often, the Commissioners 
should be advised to apply to the Tribunal for making direct 
references to the Supreme Court in appropriate cases. 

443. Rule 29 of the Income-tax Appellate Tribunal Rules 
is adequate and no further provisions are necessary to bar 
admission of additional evidence at the appeal stage in cases 
where evidence was not produced at the assessment stage. 

444. Section 146 of the Income-tax Act should remain. 
However, an application under Section 146 should be dis- 
posed of within 30 days and the time limit for appealing 
against an ex parte assessment should be 30 days from the 
date of service of an order rejecting the application under 
Section 146, where such application has been made. 

445. Appellate Assistant Commissioners should in- 
variably give a recomputation of the income in their orders. 

446. In every case, a copy of the appeal order should be 
forwarded to the officer who passed the order appealed 
against, where the order has been substantially modified or 
reversed. 

447. The special pay for Authorised Representatives 
should be raised to Rs. 300 p.m. for Assistant Commissioners 
and Rs. 200 p.m. for Income-tax Officers. 

448. In future, only qualified accountants and lawyers 
should be allowed to represent asscssecs before the tax 
authorities. Clauses (v) and (vi) of Section 288(2) of the 
Income-tax Act may be deleted. There should, however, be 
no objection to B.Coms. and others assisting in the prepara- 
tion of tax returns of asscssecs. 

449. Section 288(3) which imposes two-year restriction 
on an officer of the Income-tax Department who has retired 
or resigned but is otherwise qualified to represent an as- 
sessee before tax authorities, may be dropped. 

450. The law may be amended to enable the Income-tax 
Officer to pass a single order in respect of penalties under 
clauses (a), (b) and (c) of Section 271(1) and Section 273 of 
the Income-tax Act. Similar provisions may also be made in 
the Wealth Tax Act and Gifts Tax Act. 

451. The requirement under Section 274(2) of the 
Income-tax Act, Section 18(3) of the Wealth-tax Act and sec- 
tion 17(3) of the Gifts Tax Act that penalties for concealment 
or furnishing of inaccurate particulars of income, wealth or 
gift should, under certain circumstances, be levied by the In- 
specting Assistant Commissioner, may be done away with. 
Instead, it may be provided that in cases of this type where 
the assessment has been made by the Income-tax Officer, he 
should himself levy the penalty with the previous approval of 
the Inspecting Assistant Commissioner. 

452. Certain conventions should be evolved that only 
such information as can readily be furnished from the 
registers, reports and compilations available with the Depart- 
ment is furnished in response , to Parliament ques-tions. 
Where information has to be culled from individual files, the 
Board must explain to the Minister that the time and effort 
required for collection of the information may be unduly 
high and he may seek instructions from the Parliament in this 
behalf. 


453. Suggestions from the staff and officers should be 
encouraged by grant of suitable awards for such of them as 
are accepted and result in improvement of work or savings. 

454. Plans and programmes trigger the administrative 
machinery into action and as such have an important role to 
play in any organisation. This important management con- 
cept has not received the attention it deserves in the 
Income-tax Department in India. 

A special planning and programming cell should be 
created in the Board. The cell should be equipped with 
trained personnel and modern aids. 

455. Steps should be taken to evolve methods and 
measures for ensuring planned operations and adequate dis- 
posal at the clerical level so that, when necessary, respon- 
sibility can be fixed for acts of omissions and commls-sions. 

456. It is the prime duty of managers at different levels 
to peruse and study reports themselves and not depend on 
clerical assistance for comments. Reports which the top level 
managers do not consider necessary to personally perusc,can 
probably be eliminated altogether. 

457. The quality of supervision in tax offices at various 
levels needs to be improved. 

458. The administrative inspection of income-tax offices 
should also be done by the Inspecting Assistant Commis- 
sioner. Similarly the inspection of the Inspecting Assistant 
Commissioner's office should be done by the Commissioner 
also. The inspection of the Appellate Assistant 
Commissioner’s office should continue to be done by the 
Director of Inspection. The inspections should be carried 
out by the Inspecting Officers themselves and not left to their 
subordinate staff. The Income-tax offices and the offices of 
the Inspecting Assistant Commissioners should be inspeclcd 
once a year. The Appellate Assistant Commissioner’s office 
should be inspected once at least in five years. 

459. Inspection reports on the technical work should only 
comment on the Income-tax Officer’s handling or the cases, 
and generally review his performance during the year. 

460. The present organisation and functions of Internal 
Audit arc broadly approved. However, it should exercise 
greater, vigilance and check over the accounts of the Depart- 
ment. Internal Audit should not merely act as the watchdog 
of revenue but also protect the tax-payere’ interests by look- 
ing into cases where credit for taxes paid was not given or 
refunds were delayed. It should also comment on the ade- 
quacy of forms and procedures tfnd send its suggestions to 
the Directorate-General of Organisation and Methods. The 
Inspecting Assistant Commissioner (Audit) should conduct 
studies and investigate the causes or reasons for mistakes 
commonly committed and offer suggestions to the Director 
of Inspection (Audit) for remedial measures. 

461. The Central Board of Direct Taxes and Commis- 
sioners of Income-tax should ordinarily settle audit objec- 
tions after securing the necessary information but without 
calling for ’explanation’ from the Income-tax Officer. 
’Explanations’ should be asked only in cases of palpable mis- 
takes or gross negligence or where binding judicial decisions 
or departmental instructions have not been followed, 

462. In bigger cities, Assistant Commissioners should be 
posted to head the Public Relations Organisation and, in 
other places, senior Class I Income-tax Officers should be 
posted as Public Relations Officers; but an Inspecting Assis- 
tant Commissioner should be available to ensure quick dis- 
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posal of complaints, etc. The Public Relations Officer 
should closely watch the disposal of the matters referred by 
him to the Income-tax Officers and if they still remain un- 
disposed of, he should report them to the next superior of- 
ficer after one week. 

463. It is the tax-payers' money that supports and runs 
the Government and any money spent on providing them 
reasonable facilities cannot be considered as waste of public 
funds. With the considerable reduction in the number of tax 
payers that will hereafter be required to attend the Income- 
tax Offices, it should be possible Tor the Department to im- 
prove tax-payer amenities without any appreciable increase in 
the financial outlay. 

464. Well planned tax-payer assistance programmes 
should be organised, ns such programmes constitute a power- 
ful factor in improving public relations. 

465. Suitable tax-payer assistance programmes may be 
drawn up to provide taxpayer information and education 
through T.V.,Radio, films, press, booklets and publications. 
During the return filing period, and when advance tax instal- 
ments fall due, continuous messages should be carried to the 
tax-payers about the due dates and the errors to be avoided 
in filing returns. Arrangements should be made to answer 
telephone enquiries from tax-payers by responsible officials 


and to help visitors to resolve their problems. Tkystod 
be helped to get the appropriate forms which thev Miri- 
am! to fill them up properly. ; ^ “*■ 

466. A separate cell may be constituted in the Dta 

(orate of Publications and Public Relations for drawing up 
tax-payer education programmes and bringing out attractive 
brochures and publications, which should be regularly and 
promptly updated. The officers posted in Public Relations 
Organisation should also be given an orientation training 
course to adapt themselves for their role in providing tax- 
payer education. s 

467. The Law may be amended to authorise the Board to 
give advance rulings. Suitable fees maybe prescribed for ap- 
plications for such rulings so as to eliminate puiposeless and 
academic queries. The Board should also have the option to 
reject an application and refuse a ruling. A ruling once gnen 
should be binding on the Government in the particular case 
only, though it will not bind the tax-payer. 

468. To avoid delays and to ensure uniformity, a self- 
contained unit may be created in the Board’s office for 
processing requests for advance rulings. The unit should in- 
clude officers of the rank of Commissioner, The derisions 
should, however, issue under the authority of the Board. 


RAILWAY ACCIDENT INVESTIGATION ON THE REAR-END COLLISION 
BETWEEN 324 DOWN ROURKELA HOWRAH EMU LOCAL AT 
TIKAPARA STATION SOUTH EASTERN RAILWAY, ON 24th FEBRUARY, 1972. 
Report, Delhi, Controller of Publications, 1975, 14p+ip. 


One-man Committee: Shri Arya Bhushan. 


Anncxurcs J to III. 


APPOINTMENT 


CONCLUSIONS 


This Committee was constituted in accordance with Rule 
10 of the Railway Baird’s Notification No39*TTV/42/l 
dated 11th April, 1966 to inquire into the rear-end collision 
between 324 Down Rourkcla-IIowrah Express train and M/6 
Down Mcchcda-Howrah EMU Local at Tikapara station of 
South Eastern Railway on 24-2-1972. 

TERMS OF REFERENCE 

To inquire into the rear-end collision between 324 Down 
Rourkela-Howrah Express train nnd M-6 Down Mccheda- 
Howrah EMU Local at Tikapara station of South Eastern 
Railway on 24-2-1972. 


CONTENTS 

Tc.-r mar/, The Accident; Casualties; The Inspection and 
'w.Va Vet Trains; Passenger Occupation; The Damage; 
Tr< Rxttoration of Traffic; Local Conditions; Sum- 

Inr.pectlons, Observations nnd Tests; Dis- 
c\ .'.elusions; Remarks and Recommendations; 


Cause of the Accident 

From all available evidence and inspections and observa- 
tions at site, I have come to the conclusion that the rear-end 
collision between 324 Down Rourkela-Howrah Express ana 
M/6 down Mcched.*-Hcvm suburban local at Tikapara on 
24-2-72 was caused by the raotorman of M/6 Down am 
having exercised caution and having driven his train at a 
speed in excess of what is permitted under General Hale it, 
^ - - • ■ ■ > j- having passed the 
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scnger train driver for nearly 8 years. He passed his medical 
examination on 17-12-71 in A1 category with glasses. His 
record of service has been very' good throughout and he had 
no punishment for the last 5 years. Considering his past 
record and the difficult circumstances in which drivers have 
to work their trains in this area, constantly afraid of mob 
violence, I recommend that a lenient view should be taken of 
the motor-man’s failure in this case. I also feel that some ur- 
gent steps are necessary to restore the confidence of staff 
who are getting demoralised, finding themselves helpless 
against attacks and assaults from violent mobs. 

Relief Arrangements 

I am satisfied that the medical relief to the injured was satis- 
factory and all the passengers were looked after properly 
after the accident. 

RECOMMENDATIONS 

This accident has brought to light how sometimes mat- 
ters are allowed to drift even when certain undesirable fea- 
tures come to notice in the existing procedures. It is no 
doubt necessary to find an ideal solution but it is also neces- 
sary that immediate solutions are found to remove the un- 
desirable features affecting safety. The difficulties in nego- 
tiating the neutral section at restricted speed after passing an 
Automatic Signal at ’ON’camc to light in November, 1961LAt 
that time,however,local instructions were issued by the Divi- 
sion which were incomplete and not based on any rules. It ' 
was only after an accident took place in January, 1965, 
that steps, to be taken in the event of poor visibility, were 
considered and even at that time instructions on .action by 
the driver, when the telephone equipment was out of order, 
were not indicated, showing lack of detailed thinking. I am 
glad that the Transportation Superintendent, Safety, dis- 
covered the inherent danger existing on account of the 
Neutral Section between Santragachi and Tikapara and 
brought it out forcefully in his note of November, 1968. Ac- 
tion to find a concrete solution to remove this unsafe condi- 
tion, however, seems to have been delayed, waiting for a 
solution from the R.D.S.O. It was perhaps on the presump- 
tion that nothing serious will happen even if a train gets 
stalled in the neutral section. It was not realised then that a 
psychology had been built up in the drivers and motormen to 
take risks rather than to stall their train thereby delaying it 
and facing mob fuiy. It will not be correct to blame anyone 
in this connection but I feel that things can greatly improve 
by toning up the administrative thinking to find out correct 
solutions and act quickly on them. 

This also equally applies, to solving the law and order 
problem which has created a very serious situation in the safe 
operation of trains and at every stage the Railway Staff as 
well as the administration are at the mercy of the local hood- 
lums. There is no respect for law and there is no fear of 
authority. If people desire to travel ticketless, none of the 
staff dare touch them. If they pull alarm chains in an un- 
authorized manner, no one has the courage to take any ac- 
tion. The train operation has to be done at the whims and 
will of the local unruly elements and the entire society is 
being held to ransom on that account. Pilferage, vandalism, 
wire cutting, cable thefts, wagon breaking and outside inter- 


ference have come to such a head that it is virtually getting 
impossible to maintain assets properly and where it is being 
done it is at a prohibitive cost. Track and track fittings are 
stolen and there is no remedy. Officers, supervisory staff and 
loyal workers are gheraoed, insulted, beaten and there is no 
redress. Unless causes for such demoralisation can be 
removed, the discipline in Railway staff improved and 
authority of the administration restored, the rot that has set 
in cannot be stopped. Serious thought in this direction has to 
be given at the highest level and an effective machinery set 
up with the Railway Administration to control law and order 
in Railway premises. The officers must also be given ade- 
quate legal powers and judicial authority instead of their 
everytime approaching the State Governments for assistance, 
which on several occasions is delayed and results in dilution 
of action, as often the administration has to approach a 
fairly high level and that takes time. Sometimes, even the 
appreciation of the urgency of a situation may be different on 
the part of the authority controlling law and order situation 
when one is not directly involved. 

The problem of law and order has, in the past, been 
highlighted by my colleague Shn G.S.Pandor while inquiring 
into the following accidents on Eastern Railway: 

1. Derailment of B-15 Barrackpore local near Kankur- 
gachi Road Jn. Cabin on 27-5-71. 

2. Double head-on collision between Up and Down light 
Engines and SD.103 Up Passenger between Hotar and Magra 
Hat stations on 6-7-71. 

3. Collision between K.62 Down Kalyani Local with the 
rear of P.398 Down Banpur Local at Ultadanga Road station 
on 31-7-71. 

I have also touched on the problems of alarm chain pull- 
ing and wirecutting in the following accidents on South East- 
ern Railway: 

1. Collision of B-513 Up Goods train and 398 Up Pas- 
senger train at Jaipur-Keonjhar Road on 14-7-69. 

2. Collision of Down Diesel ERB Special I with 46 Down 
between Retang and Bhubaneswar stations on 5-11-70. 

In fact the effect of demoralisation and indiscipline in 
the staff is resulting in poor maintenance and deterioration 
of assets in all directions. Things have been sliding down 
fast. Whatever little is being achieved at present is also on 
account of the untiring efforts of a few dedicated individuals 
but these untiring efforts cannot last very long. I, therefore, 
suggest for an immediate high level thinking and taking of 
suitable steps as mentioned earlier, to vest in the administra- 
tion legal and judicial powers and sufficient authority to 
enable them to function with confidence and deal with the 
problem in firm manner. 

As far as this accident is concerned, it has raised a vety 
important point of working trains at restricted speed when 
the visibility is poor through a neutral section. It is, there- 
fore, vety important to study this problem in great detail and 
find out a clear solution. Perhaps it may be advisable to lay 
down as a policy that the neutral section should be provided 
only in absolute block signalling section. In the case of sec- 
tions worked on the Automatic Block, neutral section may be 
located within a station yard where the signals are manually 
controlled. If this is not possible some other suitable 
safeguards will have to be thought out South Eastern Rail- 
way has already referred the matter to the R.D.S.O. who 
should expedite in finding a solution. A clear directive may 
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be issued to all the Railways in this connection. Till such 
time that a solution is found, the drivers should be warned of 
the danger in exceeding the speed limit when the visibility is 
restricted and should clearly be told not to do so even to 
clear the neutral section unless they haw satisfied themselves 


that the line is safe to take their train at a higher speed 
through the neutral section, by making his Assistant or the 
Guard walk the length of neutral section and well beyond it 
for an adequate distance. 


FACT FINDING COMMITTEE ON NEWSPAPER ECONOMICS, 1972. 
Report, New Delhi, Ministry of Information and Broadcasting, 1975, 2 Parts. 


Chairman: Dr. Bhabatosh Datta. 

Members: Shri R. Rajagopalan; Shri K.C. Raman; Shri 

I.P. Gupta; Bawa Shiv Charan Singh. 
Member-Secretary: Shri G. Govindan (Proceeded on leave 
and Shri A. Datta-Majumdar was appointed in his 
place). 

APPOINTMENT 

In pursuance of the decision to enquire into the 
economics of the Newspaper Industry, the Government of 
India in the Ministry of Information and Broadcasting have 
decided to set up a Fact Finding Committee on Newspaper 
Economics Vide Resolution No. 1913/72- Press dated 14 
April, 1972. 

TERMS OF REFERENCE 

(1) . to ascertain all the elements of the cost of produc- 

tion (including distribution to the reader) of the 
daily newspapers; and the relative magnitude of 
these elements in the different categories of 
newspapers; 

(2) . to ascertain all the different elements of the total 

revenue earned by the newspapers; and the rela- 
tive magnitude of these elements in the different 
categories of newspapers; 

(3) . to study, under both the above items, the trends 

during the past few years and forecast, to the ex- 
tent possible, the normal changes likely to occur in 
the next year or two; 

(4) . to evolve norms for different elements of expendi- 

ture from the point of view of reasonableness 
combined with efficiency and examine the prevail- 
ing levels of expenditure with reference to such 
norms; and 

(5) . on the basis of the above studies to record its find- 

ings in regard to the effect of restriction of 
newsprint supplies to different categories of 
newspapers and the fair prices to be charged by 
newspapers of different categories. 

CONTENTS 

Part-I : Introduction; the daily press— general back- 
ground; The economics of daily newspapers; Newspaper 
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production and capital equipment; Capital investments in 
Newspaper undertakings; Profitability of newspaper under- 
takings; Revenue and Costs of daily newspapers; The impact 
of 30 per cent cut in newspaper quota; Advertisements; 
Employment and wages; Newsprint production, ‘import and 
distribution; Summary of recommendations; 
Appendices/Annexures. 

Part-II : Organisation Code Numbers Annexure V/l; 
Summarised balance sheets of 63 Newspaper Undertakings 
enteipriseurscwise; Anncxures V15/1 to V/5163; Sum- 
marised profit and loss accounts of 63 Newspaper Undertak- 
ings Enterprisewise- Anncxures Vl/1/1 toVI/1/63. 

SUMMARY OF RECOMMENDATIONS 

Chapter II (The Daily Press - General Background) 

14.1 The Committee has worked out the circulation of 
dailies per thousand population for each of the principal lan- 
guages in the country. For a similar calculation of the 
newspaper reading habit in each Statc/Union Territory, the 
Statewisc break up of the circulation figures of every paper is 
required, which is not available at present This calls for fur- 
ther research. 

142 While the share of metropolitan dailies in total daily 
circulation fell from 46.5 per cent in 1967 to 39.1 per cent in 
1973, the non-metropolitan dailies correspondingly increased 
their share from 535 per cent to over 60 per cent This shows 
that the provincial and local papers are successfully compet- 
ing with, and holding their own, against the metropolitan 
daily papers. 

143 Although the break up of circulation of the 
metropolitan papers is available, similar break up in respect 
of the dailies published from the State capitals, other cities 
and smaller towns is not available. There is scope for 
research on the character and composition of readership of 
the dailies published from the respective areas. 

14.4 To take any single year, say 1973, the total number 
of families on the Registrar’s list was 820 while the number 
of families for which circulation figures were available was 
only 610. The total number of dailies which received 
newsprint allocation in the licensing year 1973-74 wasmuch 
less - only 438. Our Committee sent out the questionnaire, in 
1972, to 756 dailies taking into account 821 dailies on the 
record of the, Registrar at the end of 1971, and then screened 
out papers which were known to be non-existent. As ex- 
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plained in Chapter I, the Committee was ultimately left with 
a list of 534 dailies which could really be said to exist at that 
point of time. The remaining papers numbering nearly 300 
did not seem to exist at all. This underlines the need for 
regular and systematic weeding out of non-existent papers 
from the record of the Registrar so as .to make the annual 
data on the press more realistic. 

Chapter III (The Economics of Daily Newspapers) 

145 In the case of small industries in general, there are 
many which are open or concealed subsidiaries of larger 
units. It is necessary to institute a special enquiry as to 
whether such relationship exists between small papers and 
large papers. 

14.6 There are a few Urdu papers with fairly large cir- 
culation ranging up to over 40,000 but most of the 92 Urdu 
papers in the country are small circulation papers and serve 
local population only. These papers have to bear additional 
costs Tor calligraphic work, as the readers are reported to be 
against any form of type-set presentation The more impor- 
tant problem is that the readership is not expanding, unlike 
m the case of papers in other Indian languages, and the fu- 
ture seems to be uncertain,unless some special assistance is 
given, for example, in the form of bulk purchase of copies or 
supply of low-cost paper. Any steps that can induce the Urdu 
readers to accept type-set newspapers will bring down the 
cost of production. 

14.7 If there is a strong case for making primary educa- 
tion and adult literacy universal and free and for providing 
text books free of cost, there is also a case for doing whatever 
is possible for increasing the number of newspaper readers 
and for providing newspapers at a reasonably low price. In a 
country with a population of nearly 60 crores (of whom 
nearly 40 crores are adults) and in a country with universal 
adult suffrage, the fact that the number of copies of 
newspapers sold is not even one crore is distressing. Even if 
there are five readers per copy of a daily newspaper the total 
number of newspaper readers will not be more then five 
crores. It should be a clearly recognised policy in planning for 
socio-economic improvement that cheap newspapers should 
be available to a much larger number of readers than at 
present 

14.8 If the newspaper industry, and particularly the In- 
dian language newspaper industry, has to progress it is essen- 
tial to develop a technology to suit the Indian conditions. 
With a view to achieving this goal, a research organisation 
similar to the Printing & Allied Trades Research Association 
(PATRA) in the U.K. should be set up. The Government 
should levy a cess on all newsprint sold in the country and 
use the amount collected for setting up a research organisa- 
tion, Both the Government and the newspaper industry in- 
cluding big, medium, small and language papers, should be 
represented on this organisation. 

14.9 Another scheme could be that the industry itself 
forms a body on the. lines of the Nihon Shinbun Kyokai 
(NSK) in Japan. The NSK is a joint body of all the Japanese 
newspapers in which they study and find out solutions for all 
sorts of problems related to the management, editing, sales 
activities, advertising, printing etc. 

14.10 In the interest of essential replacement and mod- 
ernisation of machinery in the bigger newspapers, we recom- 
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mend the following percentages of the total foreign exchange 
ceiling available for the import of printing and composing 
machinery and allied items for big, medium and small 
newspapers, the definition of the categories remaining the 
same as at present laid down by the Registrar of newspapers: 


Small 

40 

percent 

Medium 

35 

percent 

Big 

25 

percent 


for replacement of plant and to meet 
increased circulation of existing dailies 


but not for starting new ones). 



14.11 Apart from the exorbitant duty levied on printing 
machinery, another hardship experienced by newspapers is 
due to the restrictions on the import of certain essential 
spare parts. The import policy clearly states that all screws, 
bolts, nuts, washers, springs and electrical parts are banded 
items. These items used in the machinery imported by 
newspapers are not common hardware items which are 
generally manufactured in the country. Most of these are 
specially shaped, made of special material, the cost is prohibi- 
tive and it is reported that they wear out very quickly, result- 
ing in stoppage of machinery. 

14.12 Under these circumstances, all parts which are 
mentioned in the spare parts catalogue of the printing 
machinery should be freely allowed for import under the 
spare parts licences issued to the newspapers. This is all the 
more important in the case of electrical parts. 

14.13 In our opinion the newspaper industry is a public 
service industry and should not be placed on par with other 
industries like cement, jute etc. If this view is accepted, it 
should also be readily conceded that the rates of import duty 
at present levied on items used by the newspaper industry 
needs revision. Apart from this, the cost of imported 
machinery has gone up considerably and the additional bur- 
den implied in the ad valorem basis of import duty will make 
it almost impossible to replace old machinery. 

14.14 We recommend that the import duties on compos- 
ing and printing machinery, flongs and other allied require- 
ments of the newspaper industry should be as low as possible 
and should not, in any case, be higher than the originally 
operative rate of 10 per cent ad valorem 

14.15 Some Indian manufacturers have started producing 
not only small cylinder machines but are in the process of 
producing medium speed web-offset presses. Hindustan 
Machine Tools, with Italian collaboration, is manufacturing 
automatic tools, letter-press printing machines. This public 
sector undertaking might also explore the possibility of 
manufacturing composing machines and rotary presses 
(letterpress and offset) to suit the requirements of small and 
medium newspapers. 

14.16 Profitability figures were studied by the Committee 
in terms of dividends declared, additions to retained earnings 
and rates of return on capital employed. These revealed that 
quite a few major newspaper concerns have been earning 
profits considerably in excess of the normal rate of return 
which Government generally allows in price fixation. 

14.17 Losses suffered by the newspaper undertakings 
were generally insignificant. Those undertakings which made 
losses of some significance have been identified. Plausible 
reasons could not be established for losses in these undertak- 
ings within the limited scope of this study. It is recommended 
that a more detailed study of these concerns may be under- 
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taken to identify the causes that many lead to possible 
remedies. 

14.18 While agreeing with the general principle that a 
newspaper should devote the greater part of its space to news 
and that, therefore, a 60:40 ratio between news and advertise- 
ment would be commendable, the Committee recognises the 
difficulties of the present situation. The Committee also 
takes account of the fact that the shortage of news- print will 
continue. If there is an increase in domestic production there 
will also be an increase in domestic demand and, therefore, 
the position will remain difficult. In these conditions, it is un- 
realistic to ask newspapers to limit the advertisement space 
to 40 per cent. But at the same time it will be unfair to the 
readers and ultimately suicidal to the newspapers themselves 
if a particular issue of 8-pages contains 3 full pages of adver- 
tisement (a page or two of which contain only a few lines of 
news, with advertisement filling up the rest of the space) and 
another page or two in which advertisement covers more 
than half of the space. It should not, therefore, be un- 
reasonable to suggest that as long as the present shortage 
continued, the news-advertisement ratio in the total space 
should be around 50.50. When conditions improve, the adver- 
tisement space ratio should be brought down, with the 40 per 
cent ratio being regarded as the goal to be reached. 

14.19 While circumstances may compel a newspaper to 
exceed this limit slightly in one issue or another, we feel that 
total space devoted to advertisements averaged out over a 
period of one week should not exceed the limit we have sug- 
gested. 

14.25 Our Committee has only to point out that the 
domestic output of newsprint is not likely to reach the Plan 
target of 350,000 tonnes by 1978-79, but any large cost ad- 
vantage will save foreign exchange and will make our 
newspapers function with an assured supply of a large part of 
their requirements. 

14.26 In regard to packing of Nepa Newsprint, the main 
difficulty, according to Nepa management, was that the 
quality of the core obtained from outside sources was not of 
a high standard. It was stated that they were also using a 
poor quality of wrapping paper on account of its inexpensive- 
ness. The Committee feels that a small increase in cost of the 
Nepa product due to use of superior packing materials is 
likely to be more than counter-balanced by the consequent 
reduction in waste at present suffered by publishers of 
newspapers. 

14.27 We may draw the attention of the authorities in 
India to the standards laid down for newsprint production in 
Japan, called the Japanese Industrial Standards (News- 
print). These standards may be more appropriate to India 
than the standards applicable to Canadian or Scandinavian 
paper. The document giving the necessary details is 
reproduced at Appendix XI. 1. 

14.28 It may not be possible for the Indian output to 
reach these standards all at once, but a body like the Indian 
Standards Institution should take up the matter and lay down 
specifications relevant to Indian conditions. 

14.29 Our Committee is concerned with the technical 
problems only to the extent that these affect the cost of 
production. If any investment necessary for improving the 
quality can reduce these costs it will be justified when the 
additional expenditure is within economic limits. An im- 
provement which increases the cost of production more than 


proportionately may not be worthwhile. The Committee ex- 
pects that full attention should be given to all these problems 
and that the grounds for complaint will disappear. 

14 JO The Committee emphasises the need for research 
on various technical problems. It appears that the effort in 
this direction has been negligible till now. The Committee 
recommends not only research (either at the Nepa mills or 
elsewhere) on the broad problems of the use of Indian 
material for making newsprint or on the possibility of chang- 
ing the ratio between chemical pulp and wood pulp but also 
research within the Nepa mills into the ways in which the 
technical defects can be remedied. 

1431 The Committee is not concerned with the fixation 
of Nepa price but it has to take note of anything that goes to 
increase such prices, as this will have a very important bear- 
ing on the cost of production of newspapers particularly of 
the small and medium papers. 

14.32 The basic question, therefore, is whether it is jus- 
tifiable to tax the readers of newspapers (whose numbers we 
all want to increase) particularly of the small and medium 
papers.. If resources have got to be provided to any public 
sector industry for its development, there is no reason why 
the consumers of the products of that industry should be 
singled out for taxation. If the proposed principle is followed 
to its logical extreme, then the whole planning exercise be- 
comes an exercise in generating separate surpluses in each 
industry for the development of that industry. The Com- 
mittee feels that these factors should be taken into account in 
fixing a price for the Nepa products. It would also be em- 
phasised that the consumers of a domestic product which can 
be produced within the country at a cost cheaper than the 
imports should get the benefit of the differential. 

1433 A simple and direct method helping the small and 
medium papers will be' to reserve Nepa products for these 
two groups as a first priority as long as Nepa prices remain 
lower than the prices of imported newsprint 

1434 The reservation of the Nepa output for the small 
and medium papers will give these papers a substantial cost 
advantage. This will also ensure for them a regular supply 
and thus obviate the financial difficulties of spending large 
amounts of money for short-notice offers of imported papers 
by the STC As Nepa produces cut-sheets out of manufactur- 
ing wastes, the very small papers will get their material in a 
form ready for use. It would also be possible to arrange the 
actual distribution of Nepa output among small papers 
through the Small Industries Corporation and Industrial 
Development Corporations in the States. 

1435 The representatives of the IENS told the Com- 
mittee that they would have no objection if the lower priced 
Nepa product were to be reserved for small and medium 
papers. 

1436 In the public interest, it is necessary not to permit 
the medium and small papers to opt out of the scheme. The 
medium and small papers should, therefore, take only Nepa 
papier, so as to prevent big papers from taking any advantage 
of the scheme. 

1437 The concessional supply of Nepa newsprint should, 
however, not be made available to those small and medium 
papers which are linked by common ownership to any of the 
big papers. This is necessary to further ensure that there is 
no improper transfer of Nepa products. 

1438 If the Committee’s proposal regarding reservation 
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of nepa newsprint for small and medium papers is accepted, 
it will be necessary to take effective steps so that the low cost 
Nepa paper supplied cm a priority basis to small and medium 
dailies, does not get transferred from one paper to another. 

14.39 The Committee has been assured by the Nepa 
management that it would be easy to add a tint or light shade 
of colour (say, light pink) to the Nepa output, without any 
perceptible extra cost. If a distinctive colour is applied to the 
Nepa output and this output is sold only to a specially demar- 
cated group of users, any transfer outside the group will be 
detected easily. The scope for transfer within the group will 
remain, but the dimensions of the regulatory problem will 
become much smaller than they are now. These steps should 
be accompanied by an absolute prohibition of the use of 
newsprint for any purpose other than printing newspapers 
and periodicals authorised by the Registrar. This should be 
enforced on the printing houses and they should be penalised 
if they use newsprint for books, leaflets, etc. 

14.40 We received complaints from newspapers regard- 
ing delays in sanctioning allocations and also regarding the 
short period of 15 days allowed to them for lifting their quota 
once they have been informed by the STC about supplies 
being available. We recommend that consistent with the 
cautious scrutiny that is necessary, the time lag in issuing 
sanctions should be reduced. One way of doing this may be 
to stagger the dates prescribed for receiving applications We 
also recommend that the period of time allowed for drawing 
the supplies from the STC should be increased from 15 days 
to one month. 

Chapter XII (Norms of Expenditure and fair prices) 

14.41 We recommend that the Government should 
resume the efforts to control the price of newspapers on the 
same lines as the prices of other essential commodities For 
this purpose, it is necessary that a law like the Newspapers 
Price Control Act, 1972, which lapsed in May, 1974, should be 
re-enacted without imposing any time limit. Secondly, it is 
necessary to constitute an organisation under the Ministry of 
Information and Broadcasting, which will be continually 
available to the Ministry for advising on the question of 
newspaper prices and advertisement rates. We also recom- 
mend that the Government appoint a standing committee 
consisting of the Registrar of Newspapers for India, Chief 
Cost Accounts Officer, Government of India, and one other 
member, to keep a continuous watch on the movement of 
prices of newspapers. The Government may fix the selling 
price of newspapers, especially of the price leaders, after con- 
sultation with this body. It feels that the necessary legislative 
changes should be initiated as early as possible. 

14.42 The newspapers should also be required to keep 
sufficient records (in addition to those that are presently 
maintained by the organised sector of the industry, namely, 
those registered under the Companies Act), to provide cer- 
tain essential data for each daily. 

14 43 The Committee feels that it is not practicable to 
determine norms of expenditure which will be followed for 
all the units within the newspaper industry or, even for any 
uncertainty about the availability and price of newsprint, any 
rigid formulation of expenditure norms is bound to become 
out of dale soon. 

14 44 The Committee feels the need for controlling the 
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prices of those dailies which arc the price leaders and their 
rates for advertisement space. The basis on which a fair price 
may be fixed is indicated. Such a fair price should include 
normal cost of production and distribution, interest on bor- 
rowed funds, bonus to employees and a return, net after 
taxes, of 10 per cent on paid up capital and 6 per cent on 
reserves. 

Monopoly and Restrictive Practices 

14.45 Apart from the intcr-Iinks existing among the dif- 
ferent Indian Express companies, there is a close link be- 
tween the Indian Express Bombay Ltd. and the Janasatta of 
Ahmedabad and Rajkot. This Gujarati paper was originally 
owned by a partnership in which Traders (Private) Ltd., had 
nearly 76 per cent shares and there were six other partners 
holding remaining 24 per cent The Indian Express was a 
tenant of Janasatta in the Janasatta building at Ahmedabad 
and also had advanced a large amount of money to the 
Gujarat paper - about Rs 30 lakhs now including arrears of 
interest The Traders (Private) Ltd , acquired the remaining 
24 per cent shares of the other partners of Janasatta in 
January 1974 and thus became the full owner of the paper. 
There is no visible direct link between the Indian Express 
and Janasatta but the investment of Rs 30 lakhs through the 
Traders (Private) Ltd., is a matter which deserves to be 
thoroughly investigated. 

14.46 There are other similar cases of inter-links which 
do not appear on the surface. One of the most interesting 
cases is that of the small group who are connected with the 
Thanthi chain of papers and also with a parallel chain under 
the name of Malai Murasu. 

14.47 In the interest of proper evaluation of the monop- 
oly clement in the Newspaper industry and its impact on 
prices, costs and profitability, the Committee recommends 
that the Central Government should, m the exercise of its 
powers under Section 43 of the Monopolies and Restrictive 
Trade Practices Act and all other powers enabling in that be- 
half, rail upon the newspaper undertakings to furnish to the 
Government periodically information concerning the ac- 
tivities carried on by the undertaking, the connections be- 
tween it and any other undertaking, including information as 
referred to in Section 43, to prevent monopolistic tendencies. 
The MRTP Commission should be given powers to examine 
any case of suspected monopoly in the field of newspaper 
without limitation to the value of the assets of the undertak- 
ing and the Central Government should be enabled, by 
suitable amendment of Section 31 of the MRTP Act, to refer 
the matter to the Commission for enquiry into monopolistic 
trade practices prevailing in respect of newspapers, irrespec- 
tive of the fact that it is not a monopolistic undertaking 
within the meaning under Section 10 of the said Act to itself 
enquire into such practices upon its own knowledge or infor- 
mation. The newspapers provide a very essential -service in 
the democratic structure and the potential of this mass media 
of valuable information makes it undesirable to allow mo- 
nopoly elements to continue or to grow in this industiy and 
service. 

14.48 The Committee has taken note of the fact of price 
leadership by a small number of leading papers and has come 
to the conclusion that if prices of the major newspapers are 
kept at a reasonable level, the pricing of other papers will not 
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create any problem. 

14.49 Full details are not available about restrictive prac- 
tices in the newspaper industry. It may be desirable to ex- 
amine the contracts between the newspaper firms and the 
distributing firms in order to uncover if there are any restric- 
tive arrangements. 

14.50 Certain other papers compel advertisers to pay a 
joint rate for its two office editions, without giving them the 
option to get the advertisements published only in the main 
edition. The advertisers have to pay the full rate based on the 
combined circulation of both the editions, even if they are 
not interested in getting their advertisements published in 
the smaller edition. The Committee considers this an in- 
stance of monopolistic trade prarectices prejudicial to public 
interest under Section 32 (a), (b) (ii) and (d) of the MRTP 
Act. ' 

14.51 While it will not be desirable to put any limit on 
the total circulation of a paper and even on its share of the 
total market, a close watch has to be kept on the conse- 
quences of expansion and also on restrictive or unfair com- 
petitive methods used by a newspaper for boosting up sales 
or advertisement revenues. Unfair trade practices do not 
come under the scope of the existing law and suitable 
changes are necessary in this also. The Government should 
examine continuously whether any open or hidden amal- 
gamation, merger, take-over, cartel arrangement, etc. are ap- 
pearing on the scene. A suitable machinery should be devised 
for the purpose jointly by the Company Law Department and 
the Registrar of Newspapers. When it appears that restrictive 
practices are being adopted, the cases should be referred to 
the MRTP Commission. 

14.52 If newspapers are accepted as a public service, it is 
essential that profits earned from newspapers should be 
ploughed back into the newspaper enterprise itself. Pending 
the adoption and implementation of the requisite legal 
measures, it will be desirable to take steps for checking the 
use of newspaper profits for non-newspaper purposes. 

14 .53 A special element to be noted is that, as a reaction 
to the demand for allocating equity rights to the employees, 
some newspapers have given employee-status to more and 
more members of the proprictaiy group. 

14.54 If diffusion of ownership becomes really what it is 
intended to be, the shareholding must be widely distributed 
among large members, including of course employees outside 
the groups of original owners. This, it may be expected, will 
put an end to the practice of high-salaried appointments to 
the members of the owner-groups. 

14-55 An undesirable development to which our atten- 
tion has been drawn by the Federation of the Working Jour- 
nalists is the formation of separate companies for holding the 
assets of a newspaper undertaking. These assets may include 
not only land and building but also such fixed equipment as 
printing machinery. The new company gets all the profits 
from the property and also rentals for the use of machinery 
by the newspaper undertakings. What really should be the 
profits of the newspaper come to be shown as the profits of a 
different company. The rent paid by the newspaper becomes 
an expenditure for it and thus keeps the apparent newspaper 
profits low. 

14.S6 The Committee came across instances of 
newspapers which framed out practically all their work to 
separate concerns, as in the case of Jai Hind, Rajkot. This 


practice enables the newspaper undertaking by itself to work 
with a very small staff, while all the other persons who are 
performing important duties are kept outside the Wage 
Board awards. ■ 

1457 The Committee would re-emphasise the recom- 
mendation of the Press Commission that, if it were possible, 
"every paper should be constituted as a separate unit so that 
its profits and losses arc definitely ascertainable and both the 
proprietor and the employees know where they stand." The 
Commission also recommended that advertisements should 
be booked separately for each edition and the staff engaged 
for each paper should be easily identifiable. There will be 
separate types of problems for groups, chains and multiple 
editions, but these are matters of detail that can be settled 
easily. The Committee recommends that the accounts of each 
paper should clearly show its physical assets, 'personnel, 
revenues from different sources and the costs incurred for 
different purposes. Newspapers should keep their accounts 
on a uniform pattern and in a form which will be useful for 
analysis. The form should be designed by RNI in consultation 
with Government’s Cost Accounts Department. 

1458 The terms of reference of the Committee related 
only to the economics of the newspapers industry, but in the 
course of studies, it came across matters, which, though not 
directly within the terms of reference, would have serious in- 
direct impact on revenues, costs and profits. The Committee 
recommends that full investigation should be made into the 
affairs of those papers against which complaints of ir- 
regularity have been received from accredited organisations 
or have been discovered in the course 'of the Committee’s 
study. Some of the important cases are listed below. (The 
cases listed are those of the Indian Express Group, the 
Thanthi-Malai Nurasu groups, the Statesman,’ Nav Bharat 
and Pioneer groups.) 

1459 If the payment of higher rates to the news agencies 
improves the quality and coverage of their service, the 
benefit will accrue to the newspapers themselves. The im- 
pression should not become strong that the newspaper 
owners, who also own the news agencies, are keeping the 
charges low with a view to getting a financial advantage for 
their papers. This should be considered along with two im- 
portant facts. First, even if there is a 50 per cent increase in 
the charges for the services of the agencies, the net impact of 
that on the total cost of newspapers will be negligible and, 
secondly, except for the vety big papers, any improvement in 
the quality and coverage of the news agency services will be a 
great advantage. For most of them the additional charge for 
the improved service and coverage will be considered smaller 
than the amount they will be required to spend if they want 
to get the same types of service through the employment of 
additional reporters and special representatives. 

14 60 The problem of the working capital requirements 
cannot be solved by starting any specialised type of institu- 
tions The remedy lies in regularising the supplies from the 
STC, so that the demand for funds may be spread over the 
year in a manner that can be anticipated and, therefore, 
planned for. It may also be examined whether STC, instead 
of insisting on cash payment, may take advantage of the bill 
discounting system, under which the seller draws a 90 days 
bill on the buyer, and on its acceptance by the buyer gets it 
discounted at the seller’s bank. The seller gets the cash im- 
mediately and the buyer gets three months’ time to pay. As 
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such bill will be drawn against a genuine production-based 
acquisition of goods, they will come within the accepted 
credit policy of the country. 

14.61 There is no reason why a small newspaper should 
not get the type of assistance which is normally available to 
small industry. Even without going into the question whether 
newspaper publishing should be regarded as an industry, one 
can strongly urge that the facilities offered by the National 
Small Industries Development Corporation and other similar 
bodies should be available to small and medium papers if 
they satisfy the standard conditions regarding creditworthi- 
ness. 

14.62 A few newspapers have obtained finance from the 

State Finance Corporations. This can be a more common 
practice and here also all that is necessary is that a 
newspaper publishers seeking term finance for acquiring 
productive capital assets should satisfy the normal require- 
ments on which the State Finance Corporation insists. If the 
State Finance Corporation and the all-India financial institu- 
tions will offer their services to the newspapers, the need for 
a stpattfie 'iuamtrn^'wsiivu'imn newspapers tsJt 

arise. 

£ 14.63 If a Newspaper Finance Corporation becomes a 

necessity, that is, if the State and all-India financial institu- 
tions already in existence cannot be made to extend their 
operations to the field of newspapers, it will be advisable to 
make it a public sector enterprise. It is not essential that the 
Government, should directly finance and control such a body. 
The share capital can be provided, in pre-determined propor- 
tions by the term-financing institutions and also by the 
nationalised banks. The Government can offer initial assis- 
tance through an interest-free loan, or a loan carrying a low 

- rate of interest and there may be two or three Government 
representatives on the Board. The majority of the members 
of the Board should come from the financing institutions and 
the banks. The Chairman and the Managing Director should 
be appointed by the Industrial Development Bank of India as 
' in the case of the Industrial Reconstruction Corporation of 

- India. An initial share capital of Rs. 1 crore and a Joan of Rs. 
-2 crores from the Government should be adequate for a 
start', with the provision of a revenue account grant from the 
Government for meeting the administrative expenditure in 

, the first three or five years. 

•,'.14.64 It -Is nccessaty, however, to see that the creation of 
a Newspaper Finance Corporation docs not lead to the emcr- 
, gencc of. the newspaper industry as a ’sick’ industry. If the 
■financing is not done on strictly economic consideractions, it 
■ becomes a form of subsidy, which will raise a question about 
discrimination and favours. 


'14.65 If a Newspaper Finance Corporation becomes a 
•necessity^ should not be an agency for discriminatory assis- 
tance,- It should examine ail cases with equally rigid standard 
beforecanctioning assistance. It mayofTer rebates on interest 
for encouraging regular repayment and may also charge 
■lower interest or small amounts and high interest on larger 
amounts. All this will be of help to the medium and smaller 
pipers which will require assistance from the Corporation. 
The, larger papers have an access to resources which are not 
'available to the others. 

-V/. .14.66 In the, case of domestic production of newsprint 
-there .is'some rvaste in the manufacturing process.,To' the cx- 
i tent such waite is due to lion-replacement of wofne out parts 


of the old machinery, it should be possible to improve the 
position when the first phase of the expansion programme of 
Ncpa mills has been completed. It has been pointed out to us 
that manufacturing waste is due to some extent to erratic 
electricity cuts. This also should be capable of being 
eliminated or at least substantially reduced. The use of better 
quality wrapping paper for packing the reels and of better 
quality reel core may also contribute to reduction of waste in 
case of Nepa Newsprint. 

14.67 Now that newsprint is very expensive, the port 
authorities should consider installing suitable apparatus for 
the proper handling of imported newsprint reels. The 
problem of handling newsprint reels should be examined by 
the railways and suitable corrective measure taken. 

14.68 There is a difference of opinion between the pub- 

lishers and the Registrar of Newspapers regarding the 
wastage margin that should be allowed to the newspapers 
while allocating newsprint quota. The problem has become 
accentuated because of the high recovery price of waste 
newprint as well as of unsold copies of newspapers. Any 
qjnviiior. rior, s J aiTgr.’ h?,n .'hfwVtual . 

waste is bound to be a source of profit to some persons, and 
it is essential to be strict in regard to the permissible al- 
lowance in all such cases. 

14.69 The Committee feels the need for an amendment 
of the Registration of Newspapers (Control) Rules and also 
of the PRB Act, if necessary, to provide for collection of 
items of information such as revenue and expenditure under 
different detailed heads, capital structure, working capital, 
employment and wages, advertisement space ratio (more 
precisely than is available new), purchases of newsprint, 
printing, and composing machinery and spare parts, (longs 
and other specialised requirements of newspaper presses, in- 
terest and bonus payments, excise and other duties paid etc. 
It should also be made incumbent on newspapers to submit 
to RNI their audited balance sheets and profit and loss ac- 
counts in the same way these are submitted to the Registrar 
of Companies or Registrar of Societies or Income Tax 
authorities. Where there is any element of common owner- 
ship separate accounts should be submitted showing the basis 
of apportionment of the common costs. 

14.70 Besides the statutoiy functions of the Registrar of 
Newspapers, a number of executive functions and respon- 
sibilities connected with the import policy, procurement, dis- 
tribution and allocation of newsprint as well as printing and 
composing machinery and allied items, have been entrusted 
to the Registrar. 

14.71 The Committee feels that these important func- 
tions cannot be discharged efficiently unless there is a suffi- 
cient number of technically qualified staff for' each of the as- 
signed functions and unless there is full and up-to-date infor- 
mation continuously available on circulation and such other 
elements on which newsprint allocation should be based. 

14.72 The ABCs method of certifying circulation is de- 
pendent very largely on what the papers themselves provide. 
It is stated that there are surprise checks, but it is not clear to 
what extent the surprise element is maintained. Besides, once 
such a surprise check has been made, a newspaper can be 
practically certain that there will not be another surprise 
checkin the next two or three years. So long as these circula- 
tion figures were important only for determining advertise- 
ment rates the ABC methods did not-matter to any one other 
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than advertisers, but now accurate circulation figures are 
necessary'for deciding on the allocations of a very scarce and 
costly resource requiring foreign exchange. An independent 
check is, therefore, absolutely necessary. 

14.73 Since newsprint has become much more scarce and 
costly than ever before, the need for regular and effective cir- 
culation check of dailies as well as periodicals is beyond 
doubt The Committee, therefore, suggests that (i) the 


Registrar of Newspapers should set up a panel of approved 
chartered accountants who alone should be authorised to 
issbe circulation certificate to a newspaper; (ii) the number 
of checking teams of the RNI should be increased and 
manned by trained and experienced persons; and (jii) that 
these teams should be utilised fully for checking all data that 
may be sought by the RNI from the newspapers. 


BONUS REVIEW COMMITTEE, 1972. 

Report (Interim), Delhi, Manager of Publications, 1973. 46p. 


Chairman: Dr. B.K. Madan. 

Members: Shri N.S. Bhat; Shri Harish Mahindra; Shri 

R.P. Billimoria; Shn G. Ramanujam; Shri Satish 
Loomba; Shri Mahesh Dcsai; Dr. S.D. Punekar. 
Secretary: Shri K.R. Wazkar. 

APPOINTMENT 

The Government of India, Ministry of Labour, Employ- 
ment and Rehabilitation under the Resolution No.U- 
23018/1/72-WB, dated the 28th April, 1972, constituted the 
Bonus Review Committee. 

TERMS OF REFERENCE 

"To review the operation of the Payment of Bonus Act, 
1965, and to suggest suitable modifications to the scheme 
outlined therein and , in particular, to make recommenda- 
tions on the following issucs:- 

(l) Whether establishments (other than factories) employing 
less than 20 workers, may be covered by the Act and, if 
so, upto what limit of employment? Should there be a 
separate formula for payment of bonus in these small es- 
tablishments? 

(ii) Is there a case for_raising the minimum bonus and if so 
to what level? 

(iii) Whether the present upper limit on payment of bonus 
and the system of ‘set-on’ and 'set-off requires any al- 
teration and, if so, on what lines? 

(iv) Whether the entire bonus payment should be related in 
some way to production/productivity in the undertaking? 

(v) Whether the present minimum bonus of 4% may con- 
tinue but a provision be made for it being supplemented 
through suitable schemes of production/ productivity? 

(vi) To consider and make recommendations on any con- 
nected auxiliary matters. 

The Committee shall also make a careful assessment of 
the likely impact of its recommendations on the national 
economy before finalising them." 

CONTENTS 

Introduction; The demand for increase in Minimum 
Bonus and views of employees; Views of Employers; Views 
of the Committee; Note by Shri N.S. Bhat and Shri Harish 
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Mahindra. 

RECOMMENDATIONS 

We have carefully considered all the memoranda sub- 
mitted by the parties and the oral evidence tendered by them 
not only on the question of minimum bonus but also on the 
possible linkage of any part or whole of the minimum bonus 
with production/productivity. We have also considered the 
scope of coverage of our recommendations, as also the ac- 
counting year from which these should take effect and how 
best they could be implemented. We have naturally con- 
sidered the repercussions of our recommendations on the 
economy as a whole. 

A recent study by Dr. S.L. Shetty in the Division of 
Monetary Economics of the Reserve Bank’s Economic 
Department is quite revealing., Based on an analysis of 
finances of 1,501 large and medium companies published an- 
nually by the Reserve Bank, Dr. Shetty has found that while 
manufacturing costs of companies had remained at 55% of 
the value of output, their wage cost had declined from 14% 
in 1965-66 to 13.2% in 1970-71. This shows that labour is not 
even having the same share in 1970-71 as it had five- years 
before, i.e. in 1965-66. 

It is obvious that all the wage increases granted since 
then have been more than offset by increase in productivity. 
Also it is an undisputable fact that real wages too have been, 
continuously eroded. Dr. Shetty further adds that 
profitability of the 1,501 companies registered a notable 
recovery over these six years; the liquidity position of the 
Corporate Sector was comfortable due to the rise in retained 
profits in the context of the continued sluggishness in invest- 
ment activity; the position in respect of the companies’ net 
worth and depreciation provision has also improved; and not 
only were the owned funds in excess of the gross assets 
created, but the excess generated steadily increased. 

We take it that the Reserve Bank’s selection of 1,501 
companies is representative, and that being so, this latest 
study in the series reveals that the raising of the minimum 
bonus from 4% to 833% will not be a burden beyond their 
means. 

It may be recalled that the fall in labour’s share of value 
added by manufacture, however, is not a new feature 
originating from 1965-66. The National Commission on 
Labour had' also observed that this has been a persisting 
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/trend light 'from J947< We have referred to the statistics from 
1965^66'to" point out the. fact thatjn spite of the Payment of 
Bonus Act and the minimum bonus provision therein, this 
'.'trend has not been arrested and the fail in labour’s share of 
J the value added is still persisting. 

" - v Thus 'the‘ shortfall in labour’s share in 1970-71 as com- 
pared to 1965-66 is 14 % minus 131 % - 01 %. This 01% is 
• !/17th of, the labour’s share of 14% as it stood in 1965-66. 
This approximately represents a fall of 6% in the labour’s 
share in 1970-71 as compared to 1965-66. Thus the percent- 
age 'of.wage cost has gone down by 6% of the total wages, 
which' induded cost of labour welfare, bonus under the Act, 


their respective union and pay even 813% bonus or more, 
where only the minimum is due but the statutory limits 
should not be raised to that level It is difficult to accept the 
validity of this argument because in the payment of quantum 
which has been statutorily laid down, one cannot have a 
statutory minimum and bargamable minimum as they will 
frustrate the very purpose for which legislation on bonus was 
originally contemplated. Such action would only open the 
flood gate for a gitation in respect of the minimum bonus. 

Quantum of Minimum Bonus 


provident .fund, KS.I. contributions etc. The raising of mini- 
-mum'borius to 813% will only involve an increase of 413% 
j of the~ total wages Le,' basic wage sand dearness allowance 
"'without' the cost of labour welfare, provident fund, E1.I. con- 
.Tributions, etc. Therefore, even with the 813% as minimum 
bonus,the wage cost would be less than the 1965-66 level, 
c Bdt we 'are ‘not guided only by these statistical figures. 
/We have to keep in mind the drcumstances that led to the 
„ appointment^ Of this Committee, the widening gap between 
, actual wage. ahd the living wage, the commitments made and 
'/^hopes' created," the general atmosphere in the country, the 
numerous voluntary agreements entered into for payment of 
, . bonus In one /arm or another at 813% and higher, where 
'K only 4% was due and the need for maintenance of industrial 

i\ /♦ '.Specifically, on -the issue of commitments, apart from 
"V. those . ^recorded earlier in the summary of workers’ evidence, 

, .'-^statements have been made from time to time by various 
labour^'ministers In different States, urging the Central 
i' '.Goyernmeht .lo legislate for raising the minimum bonus to 
; '813% or'ln the alternative allow the State Governments to 
Vle^slatcTfor themselves. For instance, Shrf. N.M. Tldke, 
:'ilib<WjMinister of Maharashtra, is reported to have ob- 
. ‘/-served that:';'; ’ 

/i’theltafe'Gorycmment had favoured payment of bonus 
,by cqramcrdai or industrial organisations, irrespective of 
■ the/number of employees. The Government had urged 
v theiUnlop'Govemment to amend the Central bonus law 
^suitably. the-'Centre could not do so, it had sought its 
/permission .to* allow the State Government to enact such 

j>i“f fr./Hc said’ 'the expressions 'Bonus’ and ’ex-gratia’ 
, t v .tpoyment’iliad now become almost synonymous — ' 

■‘Y' '‘It has also'bcen; brought to our notice that as recently as 
ltivgSstl'1972, rthe -Chief Minister of Madhya Pradesh has 
"given ' an award j n respect of bonus to cotton textile workers 
lo/iie cxtent s of 813% made up as follows; 

'% 4%‘aceording to the Payment of Bonus Act, plus 2% as 
.•’aSya'nce' making a total of 6% to be paid before Raksh3 
^pSndhan-that'is before 24th August, 1972 and 213% ad- 
^itiOTai.l»n'us'’lo bepaid as advance' before the end of 
^-Qctqbef.'l?^. It is also 'mentioned inter alia that the 
/Ifinal decisiqn on, the payment of bonus will be taken ac- 
.-..-/cording ttf theBorius Review Committee’s recommenda-' 

. - . , , . 


; > n uraberof cases,: 813% or more Has been paid’ where only 
f^4%',bbniis whs the/cntitleme"nt. Further,''! tonic -of our col- 
: Teagues ‘'hive' pleaded' that ‘theyWould like to bargain with 
‘ ' :* -* - - • ‘ 
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Looking to all these circumstances, we are convinced that 
we should recommend an increase in the minimum bonus 
from the present 4% to 8%. The absolute figures mentioned 
in Section 10 of the Act should also be consequently raised to 
Rs. 80 and Rs. 50 respectively for those above and below the 
age of 15 so that the workers get whichever is higher of the 
two, viz., the 813% of the total annual wages/salaty or the 
absolute figures mentioned here. We, therefore, recommend 
that section 10 of the Payment of Bonus Act be amended ac- 
cordingly. 

Some of our colleagues in the Committee wanted the in- 
creased minimum bonus of 813% to be made applicable only 
to profit making units. They wanted to recommend a ’lower 
minimum’ for the loss-making units. We do not agree with 
this proposition. If we agree to such a proposition, 813% will 
obviously cease to be the minimum, and the very concept of 
minimum bonus will undergo a retrograde change. 

We wish to make it clear that we arc not changing, by 
our interim recommendation, the concept of minimum 
bonus. The concept of minimum bonus is already incor- 
porated in the present Payment of Bonus Act and the 
prescribed minimum will have to be paid regardless of profit 
or loss in any year. That concept, we recommend, shall con- 
tinue. 

If an establishment makes a loss in one year that should 
not be taken as a basis for justification for a lower minimum. 
In feet, the Payment of Bonus Scheme does not take a year 
as a unit That is why it provides for ’set-ofT and ’set-on’ 
against subsequent years’ profits or losses. This provision 
must be able to take care of loss making units. The question 
may be raised 'what about a unit which goes on making 
losses for all the four years continuously and is thus denied 
the opportunity to "set-off" the payment of minimum bonus 
against subsequent years’ profits?" Our answer to this is 
simple. If there is an establishment which goes on making 
losses continuously for four years, evidently there is some- 
thing basically wrong with such an establishment and the 
remedy lies in other directions. Any tinkering with the mini- 
mum bonus is not going to provide the solution. The working 
of such units requires a thorough study and radical remedies 
will have to be evolved and implemented. Therefore, we can 
not agree to the patent contradictions of recommending two 
minimum - a ’lower minimum’ and a ’higher minimum’. Fur- 
ther we are of the opinion that the present provision under 
section 36 of the Payment of Bonus Act, 1965 is sufficient to 
take care of the interest of all units which might require spe- 
cial consideration. " . . 

Shri R.P. Billimoria desired to add that when the mini- 
. munSTs raised from 4% to 833% as recommended earlier, a 
bipartite standing machinery should be set up under this sec- 
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tion to lay down appropriate norms and to process ex- 
peditiously cases of real financial distress. In the alternative, 
a tripartite body could lay down norms for this purpose. 

Having dealt with the quantum of minimum bonus, we 
feel there are still four other matters incidental to the issue 
of minimum bonus which have to be decided by us in this in- 
terim report. They are: 

1. The accounting year from which the revised rate of mini- 
mum bonus should be made payable; 

2. Linking of any part of the minimum bonus to 
production/productivity; 

3. Coverage of employees; and 

4. Manner of implementation of our recommendations. 

Accounting year from which applicable 

We recommended that the revised minimum bonus of 
833% shall be paid to all employees from the accounting 
year commencing on any day in 1970. We are informed that 
in the Textile Industry in Coimbatore, and following that in 
other centres also in South India, agreements have been 
reached whereby 8.33% of total wages has been paid partly as 
bonus and partly as advance, soon after the announcement by 
the then Union Labour Minister, Shn D. Sanjeeviah in Bom- 
bay in 1970. These agreements are subject to the follow up 
action by the State on that pronouncement. Therefore, 
centres like Coimbatore which had entered into agreements 
even in respect of accounting years prior to 1970 should be 
eligible for the difference in the payment of minimum bonus 
at 8.33% in the light of our recommendation, whether or not 
the advances paid to bring up the minimum to 8.33% have 
been recovered. 

Linking Bonus with Production/Productivity 

All organisations of employers and workers have pointed 
out to us the impracticability of linking any part of bonus to 
productivity or production. In the circumstances we agree 
with the views of both the parties and we recommend that no 
part of this bonus shall be linked to production/productivity. 

CoverageOn the issue of coverage all workers' organisa- 
tions arc unanimous that the Act should be extended to 
cover all wage and salary earners in all areas of employment. 

At present some areas of employment are excluded from 
the purview of the Act itself, while some others have been 
excluded by the provisions of the Act or by Court pronounce- 
ments. 

Although the Payment of Bonus Act, 1965 excludes 
workers in certain public sector establishments they have 
been receiving bonus as ex-gratia payments as if the Act ap- 
plied to them. Therefore there is no valid reason why 
workers in such establishments should not be included in the 
Act itself. Hence we recommend for their inclusion. 

In regard to the employees employed in non-factory es- 
tablishments employing less than 20 persons we feel there is 
no justification in perpetuating their exclusion as these 
employees were already in receipt of bonus under the previ- 
ous dispensation. The Act was never intended to deprive any 
section of the employees of their existing benefits. We are 
therefore of the opinion that workmen employed in non- 
factory establishments employing less than 20 persons could 
not be debarred from claiming bonus including the ’minimum 
bonus’ under the law. A question may be raised that if all 
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these establishments employing less than 20 persons should 
be covered by the Act, should we not fix any minimum limit 
of employment? Our answer to this question is that just as 
Payment of Bonus Act ‘covers all factories we recommend 
that the Act should cover all shops and commercial cstab* 
lishments as defined by the Shops and Establishments Acts 
in the country. 

The members representing the workers on the Com- 
mittee are of the view that the other sectors of employment 
also should be brought within the scope of the Act. 

Shri R.P. Biliimoria is of the view that the question ot 
extending the coverage of the Act in the interim report to 
certain categories of workers does not arise because the 
Committee has had no opportunity to hear either the repre- 
sentatives of employers employing less than 20 persons or 
those undertakings run departmental^ by the Government. 
Further, the Union Labour Minister is reported to have 
made a statement in Parliament that this issue is being taken 
care of by the Third Pay Commission, which is now in ses- 
sion. Evidently, the two bodies, viz., the Bonus Review Com- 
mittee and the Third Pay Commission cannot be seized of 
the same issue concurrently. Even otherwise, on an important 
issue of this nature which has far reaching repercussions on 
the national economy, a study in depth is required. It is cer- 
tainly not claimed that such a study has been made by this 
Committee as yet. However, he is in agreement with our 
recommendations that the public sector undertakings ex- 
cluded under section 20 Clause I and which have been 
making ex-gratia payments at rates determined according to 
the provisions of the Act even though the Act did not apply 
to them may be brought within the purview of this Act. 

Manner of Implementation of our Recommendations 

We have already pointed out that we want our interim 
recommendations to be brought into force immediately. 
Apart from the retrospective effect of our recommendations, 
we are anxious that our recommendations should be imple- 
mented immediately so that we may avoid wide-spread in- 
dustrial unrest and stoppage of production on the issue of 
’Minimum Bonus’ in respect of 1971-72 bonus disputes also. 
We, therefore, recommend that Government should take 
immediate and effective steps to make our recommendations 
enforceable without loss of time. 

Mode of payment 

A suggestion was made that the minimum bonus in ex- 
cess of 4% may be paid in the form of bonus or savings cer- 
tificates. Our experience in this regard has not been happy 
and we, therefore, propose that the 833% minimum bonus 
shall be paid in cash except where the workers agree that it 
may be paid otherwise. 

Shri R-P. Biliimoria is however of the view that atlcast 
the increased quantum of minimum bonus should be paid in 
National Saving Certificates. 

Lastly we would like to make it clear that although we 
call this our ’interim recommendation', this is our final 
recommendation in so far as the quantum of ’Minimum 
Bonus’ is concerned. Our present recommendation in this 
regard is called 'interim' because we are dealing with only 
two of the terms of reference to us in this report. Our report 
will become final only after we have done with the remaining 
terms of reference as well. 
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COMMITTEE ON REGIONAL ACCOUNTS, 1972. 

Report, New Delhi, Central Statistical Organisation, Department of Statistics, 
Ministry of Planning, 1974, 86p + iiip. 


Chairman: Prof M.Mukhetjee. 

Members: Shri V.V. Divatia; Shri M.A. Telang; Shri K 

Sharma (Resigned); Dr. L.S. Bhat. 

Secretary: Smt Uma Roy Choudhury. 

APPOINTMENT 

The Second Joint Meeting of^the Advisory Committees 
on Collection of Data on National Income and on Compila- 
tion and Analysis of National Accounts held at New Delhi on 
7-8 January 1971 as also the Working Group on State Income 
in its fifteenth meeting held on 28-29 January 1971 recom- 
mended that a high-level committee should be set up to sug- 
gest what system of accounts should be prepared at the State 
level. 

In pursuance of the above recommendations a Com- 
mittee on Regional Accounts was appointed under Govern- 
ment of India Resolution No.M.13013/l/72-NSS.I, dated the 
2nd May 1972. 

TERMS OF REFERENCE 

(a) to consider and advise on the levels (State, district or 
other regions) at which accounts should be prepared; 

(b) to devise a system of regional accounts and standard 
supporting and supplementary tables for adoption by all the 
States; • 

(c) to suggest measures for building up regional accounts 
in the country taking into consideration the availability of 
data and requirements of Central and State Governments; 
and 

(d) to examine the concepts, definitions and classifica- 
tions for preparation of regional accounts and to lay down 
.guide-lines. 

CONTENTS 

Introduction; Review, Uses and Problems; Standard 
Tables for State Domestic Product and Expenditure; Appen- 
dices 1 and IL 

RECOMMENDATIONS , 

Review, Uses and Problems 
Review 

The work on State income started in Bihar, Uttar 
Pradesh and West Bengal somewhere around 1948-49. The 
first estimate of State income was published in January 1950 
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for the erstwhile Bombay State for the year 1948-49 and sub- 
sequently in 1951 and 1952 for the years 1949-50 and 1950-51. 
The next to follow were Uttar Pradesh and Bihar. The es- 
timates of Uttar Pradesh were first published in 1955 giving a 
rural-urban breakdown and presenting figures at current and 
constant prices. Estimates for Bihar for the year 1946-47 
were also published in 1955. After the publication of the 
First and the Final Reports of the National Income Com- 
mittee in 1951 and 1954 respectively, a number of other 
States like Madhya Pradesh and Assam prepared their first 
estimates broadly following the methodology adopted by the 
National Income Committee; West Bengal also adopted this 
pattern. The concept of State income followed for these es- 
timates was generally that of total income originating in dif- 
ferent sectors of the State economy or, in other words, the 
net geographical output at factor cost. This concept has been 
referred to as the State domestic product (SDP)in this 
Report. Broadly, the value added method for most of the 
commodity producing sectors and income method for the 
remaining sectors were followed. 

At this stage, the Fifth Joint Conference of Central and 
State Statisticians held at Jaipur in 1956 recommended that 
all States should make every effort to prepare estimates of 
State income broadly following the method recommended by 
the National Income Committee for preparation of such es- 
timates at the all-India level. It was also suggested that in the 
first instance, the States might prepare estimates of com- 
modity producing sectors only and publish them in their Bul- 
letins together with detailed technical notes on concepts, 
definitions and method of estimation. Subsequently, at the 
Preliminary Conference on Research in National Income in 
1957, regional income estimation was discussed as one of the 
topics. This conference recommended that a Working 
Group consisting of active workers engaged in State income 
estimation in the Central Statistical Organisation (CSO), a 
few of the States and other agencies might be set up to 
review the work done on the subject in different States and 
to formulate standard concepts, definitions and methods of 
estimation. While laying down the procedures, account 
should be taken of the nature of available statistics in in- 
dividual States. The Working Group was also expected to 
undertake technical examination of the estimates of State in- 
come prepared by the State Statistical Bureaus (SSBs) from 
-time to time and make recommendations on the important 
gaps in statistics which could be filled up for improvement of 
such estimates. Such a Working Group set up by the CSO 
has since been functioning. • 

With the progress of time, the work of estimation of 
State income has improved and expanded in different States. 
Today practically all the States of India compute such es- 

133 



timates. The estimates are being compiled both at current 
and constant prices though neither the period covered nor 
the base year for the constant price scries is uniform among 
States. Also, the methodology adopted by the States is not 
always uniform, being primarily dependent on the type of 
data available in individual States. 

The Working Group has examined the estimates 
prepared by most of the States and has made detailed sug- 
gestions for improving the estimates and achieving inter- 
state comparability. The Working Group has made recom- 
mendations regarding farm management studies for improve- 
ment of the data on input structure of the agriculture sector 
and collection of basic data in sectors like unregistered 
manufacturing construction, trade, transport by means other 
than railways and other services. The Working Group has 
also devoted considerable attention to other problems like 
the use of appropriate price for evaluation of agricultural 
output. In the last few meetings, the working group has 
been concentrating on the problem of laying down standard 
methodologies for estimation of income originating in dif- 
ferent sectors and such methodologies have been recom- 
mended for nearly all the sectors of the economy. To the ex- 
tent data are available, the SSBs generally adopt the standard 
methodology recommended by the Working Group. This is 
particularly true for the estimates in the six commodity 
producing sectors, viz., agriculture, animal husbandry, 
forestry, fishery, mining and quarrying and manufacturing 
(registered). For the remaining sectors the data position is 
far from satisfactory and the estimates of only a few of the 
States are prepared following the standard methodology. 

However, it is generally felt that the standard 
methodologies have often been formulated too rigidly. This 
has resulted in a superficial uniformity among the State es- 
timates and sometimes States having better data are required 
to follow unsatisfactory procedures in the name of standard- 
isation. The Committee feels that it is necessary to ensure 
that only concepts and definitions are standardised and the 
best possible methods suited to different types of data are 
indicated so that States could make an optimal use of their 
available data. The standard methodologies arc being refor- 
mulated by the Working Group keeping in view the present 
availability of data and recognising the fact that the 
methodology cannot be evolved independent of the data 
base. 

No review of the development of State income studies in 
India would be complete without a reference to the work of 
the individual research workers who contributed substantially 
to the subject. Attempts have been made by research workers 
to compile the estimates either by the method of allocation 
or by direct estimation on the basis of the data collected at 
the local level or by a combination of the two different ap- 
proaches depending upon the availability of data, 

B. Natarajan presented estimates of income for British 
Provinces in undivided India for the years 1938-39 and 1949- 
50. Before estimating the incomes of the provinces, the na- 
tional estimates had been obtained by taking forward the 
figures for the years 1931-32 prepared by V.K.R-V. Rao. The 
interesting part of the method was that the incomes for each 
one of the sectors were allocated among the States using a 
combined index of several items of information. Thus, for 
example, the agricultural index was based on cultivated area, 
population occupied in exploitation of land,- total yield of 
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principal crops and livestock population. For the services 
sector, the index was prepared on the basis of employment 
under each category weighted by the average income under 
each source. Subsequently, a detailed attempt was made by 
- S.G. Tiwari in 1951 to prepare the estimates both at current 
and constant prices for one single State of India, viz. the 
United Provinces for the years 1921-22, 1931-32 and 1938-39. 
In the compilation of these estimates extensive data on out- 
put, input, income per worker etc., at the State and local 
levels were collected and analysed. V.V. Divatia also at- 
tempted a comprehensive estimate of the domestic product 
for Bombay State for the period 1938-39 to 1948-49 making 
extensive use of data in respect of most of the sectors. S.R. 
Bose, about the same time, prepared the estimates for the 
State of Bihar for 1946-47 using the limited data available at 
the State level. Mahinder Choudhluy obtained the estimates 
of State domestic product for the year 1955-56 using the al- 
location method. MA Telang jointly with B.W. Cbavan 
worked on the State income of Maharashtra for the period 
1955-56 to 1958-59. Allocation method had subsequently 
been used by K.N. Raj, Ravi Verma and others. 

About the same time the work on compilation of State 
income also drew the attention of independent organisations 
like the Indian Institute of Public Opinion (IIPO) and the 
National Council of Applied Economic Research (NCAER) 
The IIPO compiled estimates for the years 1950-51, 1955-56, 
1960-61 and 1965-66 both at the sectoral level as well as at 
the State level to assess the effect of the First, Second and 
Third Five Year Plans on the distribution of income between 
States. The method followed was a combination of the al- 
location approach and the direct measurement at the local 
level depending on the type of data available for individual 
sectors. The NCAER undertook comprehensive studies on 
State domestic product in connection with their techno- 
economic surveys not only at the State level but even at the 
district level. The NCAER undertook detailed sectoral es- 
timates for agriculture, manufacturing industry and services 
and covered different points of time between 1950-51 and 
1960-61. The NCAER also attempted a study of the differen- 
tial patterns of growth between States at 1960-61 prices.- One 
of the special features Of the estimates prepared by the 
NCAER was that a great deal of attention was given to the 
problems of methodological comparability of the estimates 
among the States so that the regional development studies 
based on these estimates would give meaningful results. The 
Indian Association for Research in National Income and 
Wealth (LARNIW) also contributed substantially to the 
development of regional income work at the research level. 
A special seminar on the subject was organised as far back as 
in 1962 at the Gokbale Institute of Politics and Economics at 
Poona where the problems of State income estimation were 
discussed in detail. Subsequently, regional income estimation, 
inter-regional comparison of macro-economic aggregates as 
well as special problems of State accounts have formed the 
subjects of discussion at different conferences of IARNTW. 
At each of these sessions, a large number of papers either 
highlighting conceptual and estimational problems or 
presenting the estimates for individual macro-economic ag- 
gregates have been discussed. Such papers cover a wide 
range of subjects like sectoral estimates of value added, capi- 
tal formation, distribution of personal consumption expendi- 
ture at the regional level, the determination of the reliability 
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or the estimates, problems of inter-regional ranking on the 
basis of macro-aggregates and the form of presentation of 
regional accounts. 

' "the work of State income estimation has thus reached a 
stage’when it Is pertinent not only to undertake a review of 
the available estimates but also to raise the basic question of 
the future development of the whole field of macro-statistics 
at the regional and sub-regional levels. It is only through such 
development that a deeper understanding of the regional dis- 
parities would he possible and policy formulation for the 
elimination of such disparities would become an easier task. 
Development of possible fields of study is, however, directly 
linked with the possible uses which can be made of such in- 
formation. A review of the possible uses of regional income 
statistics may, therefore, be the first step towards their fur- 
ther development. The development of statistics on the sub- 
ject can be viewed cither in the contest of independent study 
of each individual region or in the context of measurement of 

inter-regional disparities for the country as a whole. 

/ 

Uses: Present and Potential 

■ The estimates of SDP arc of considerable importance to 
thc individual States as a measure of their growth as well as 
for studying structural shifts within the States. Also, the rise 
in per capita income to a given level is normally kept as an 
objective in formulating the plans at the State level. This 
growth rate is further sought to be achieved through 
specified growth rates in individual sectors. Past patterns of 
growth rates as well as of investments in these sectors help in 
indicating the extent to which the postulated growth rates arc 
achievable and are commensurate with the investment tar- 
gets, The estimates are also useful in measuring the effects 
of implementation of planned programmes. 

The sectoral estimates of SDP arc also used for policy 
formulation in given sectors. The income generated in 
agricultural activities, for example. Is used for purposes like 
measuring productivity, differentials among districts or tax- 
able'ca parity. Thus, the estimate of agricultural output per 
hfcctare In different districts is one of the indicators used for 
identifying backward districts and formulating agricultural 
'development programmes; These estimates for the agricul- 
turarsector are also 'used for studying the incidence of 
prevailing agricultural taxes, potential for agricultural taxa- 
'tfon'an’d revision or rationalisation of agricultural income tax 
'Tates. Individual departments such as the Commercial Tax 
, Department a iso use sectoral estimates of gross value of 
.agricultural output of Important crops for checking their 
receipts.^-- Similarly, fora'-StateJikc Gujarat, where the con- 
' 1 ribut ioiri i of 'registered manu fncturing industries to SDP is 
.comparatively high,' the' estimates of SDP originating in 
.registered^ manufacturing industries at current and constant 
■ priccs are used Tor watchingthe growth of this sector. The 
'detWqprrfcnt of small-scale manufacturing' industries is one 
? -or;the: accepted policies for increasing employment oppor- 
Tuoitfe&'-'^rfre study of the 'part played by the unregistered • 
manufacturing ; sector ' in ’ the development or the 'State 
. eco norriy a nd .the' - assessment rof 'the ' furidrequircd 'for in- 
. crease ‘in; its 'contriburion 'to' SDP fs'riqt only helpful in fori 
rwuja ting-, the investment '"policy; but" aUq' irf directirig’ the 
jprogrcssof the Slirte economy along desirtd lines/' - ' / 
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used for studying the scope of resource mobilisation from 
different sectors of the economy and for shaping the fiscal 
policy on a rational basis. For assessment of tax burden, tax- 
able capacity and tax efforts per capita SDP, and SDP at the 
sectoral level arc often made use of. Similarly, before intro- 
ducing a new tax or increasing any prevalent tax rate or 
determining a new source of taxation, the levels of output at 
the sectoral level become an important point for considera- 
tion. State domestic product is also used for assessing the 
impact of budgetary transactions on the State economy. 
Thus in a given year the proportions that the tax and non-tax 
receipts of the State Government constitute to the SDP are 
worked out and these percentages are then applied to the 
projected SDP for the plan period to obtain some indication 
of State's likely receipts. Given the rate of growth of dif- 
ferent sectors and the pattern of income distribution, the 
State Governments can identify the pockets of higher money 
income and frame their taxation policies accordingly. Some 
States have made such attempts. The work of budgeting can- 
not, however, be based on the economic considerations 
alone. Besides economic aspects, social aspects have also to 
be kept in view. If the aim is to achieve a socialistic pattern 
of society, the tax structure is required to be such that the 
weaker sections of the society are called upon to bear the 
minimum burden of taxes, levies etc. At the same time care 
has to be taken during budgetary work that the additional 
levies or other budgetary measures do not hamper the 
growth of any sector of the economy. 

The estimates of domestic product when available for 
areas smaller than the States become one of the more impor- 
tant indicators for studying the stage of development of such 
areas. Some States use per capita domestic product at the 
district level as the primary indicator in this respect. 
However, for a satisfactory assessment of the stage of 
development, indicators other than per capita income should 
also be taken into account. Thus, indicators like gross value 
of agricultural output per person in rural areas, net area 
sown per agricultural worker, cultivable area per agricultural 
worker, irrigated land, number of manufacturing and repair 
establishments using electricity have been considered by the 
Planning Commission and the State Governments for deter- 
mining the backward areas. The other indicators which could 
be used for the purpose are incomes of different sections of 
the population within regions, details of savings by 
households, scctorwise factor incomes with corresponding 
employment and the like. The use or several indicators, 
however, could raise the question of their aggregation into a 
single Index and this question has not been answered satisfac- 
torily by the planning authorities either at the Centre or at 
the regional level. Absence of this statistical facility for- 
tunately does not preclude one from arriving at some sort of 
a judgement. 

In India, the existence of inequality in the distribution of 
per capita SDP by States or by areas smaller than States, has 
been recognized for quite some time and the reduction of 
such regional income disparities has been accepted as a part 
of the .country’s national development plans. However, a 
solution of the problem of regional disparity would require 
its identification. So far, very limited research has been un- 
dertaken on regional inequality as related to national 
- development. The most important and convenient measure 
, or . regional disparity is the differential in regional or State 
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domestic product at the per capita level. Such estimates 
when available for a given point of time for all regions of the 
country, could give a cross-section measure of inter-regional 
disparity. When available over a period of time intertem- 
poral comparisons will be possible and casual factors in- 
volved would be suggested. Thus, by relating the regional in- 
equality pattern to the variations in growth rates among 
regions, it might be possible to understand better the factors 
responsible for persistence or otherwise of spatial inequality. 
It would also be necessary to consider the changes in the in- 
dustrial structure, employment pattern, labour participation 
rates and capital structure in the overall analytical scheme. 
Statistical materials exist for some of the studies indicated 
and have been partially attempted by several agencies. With 
systematisation and augmentation of data, such studies would 
find a stronger underpinning. 

The Planning Commission has used per capita income at 
the regional level as one of the criteria for determining the 
extent of central assistance to each individual State. Thus, 
nearly 20 per cent of the total assistance to the States is 
based on the comparable estimates of SDP. The propor- 
tionate allocation of this assistance is determined as follows: 

(i) 10 per cent of the total assistance is allocated to the 
States having average per capita income(over last three 
years) below the all-India average. The procedure of alloca- 
tion is the deviation method according to which each State is 
allocated an amount Ai which is determined as 

T T 

A = — (1 + x- xi) P = — ( 2 - xi) P 
1 P x P x ‘ 

Where, 

T = total amount to be distributed 

P = total population 

x = average per capita income of all States 

xi = per capita income of State i 

Pi = population of the State i. 

(ii) Another 10 per cent is allocated on the basis of per 
i capita income (over three years).For purposes of measure- 
ment of tax efforts only the State taxes are taken into ac- 
count The ratio of the State tax receipts to State income 
determines the direct proportion on the basis of which the al- 
location is made. 

The fifth and subsequently the sixth Finance Commis- 
sions have also considered per capita income in a State as an 
important yardstick for obtaining an idea of the levels of 
development and have used this measure as the criterion 
for assessing the relative economic position of the States. 
These estimates have also been used by the Commission as 
one of the indicators for determining the share of individual 
States in central taxes. Thus the sixth Finance Commission 
has recommended that: 

(i) 25 per cent of the divisible share of the Union excise 
duties is to be divided among the States in relation to the 
’distance’ of a State’s p>er capita income multiplied by the 
population of the State, concerned according to 1971 census. 
The balance, i.e., 75 per cent is to be distributed on the basis 
of population alone; 

(ii) additional excise duties are to be allocated among 
States, using the combined indicators of population, SDP and 
the production of relevant commodities (textile, sugar and 
tobacco). The weights given to these indicators for determin- 
ing the overall position are 70, 20 and 10 per cent respec- 
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lively; 

(iii)discriminatoiy debt relief to the States is to be deter- 
mined on the basis of the ratio of amounts falling due for 
payment (to the centre) during the Fifth plan period and the 
SDP. The States have then been classified into three groups 
A, B and C according to the ratio being less than 10 per cent 
and 20 per cent, between 10 and 20 per cent and separate 
provisions arc to be made for the States falling in each of 
these groups. 

However, use of State domestic product as one of the in- 
dicators for such policy purposes has often been questioned. 
It is possible that the estimate of SDP could be partially af- 
fected by extra-economic consideration and use of such an 
aggregate as an indicator, whatever might be the formula 
used for the purpose, would have different effect for dif- 
ferent States depending on its level of development. It is also 
true that the cut-off point of the national per capita income 
for determining the relative position of a State is arbitrary. 
As such, it might be desirable to classify the States in given 
slabs for determining the stage of development of a State or 
of a region and use this criterion for allocation of items of 
central aids in such a manner that even the States in the 
highest slab have a share in the distribution though at a much 
lower rate. The Finance Commission used a very similar 
method for'discriminatory debt relief. 

The study of regional disparity cannot, however, end 
here and has to be examined in the context of economic 
inter-dependence between regions and factor mobility. Inter- 
nal factor flows have to be studied separately for labour and 
capital. Labour migration can obviously be selective accen- 
tuating the divergence between regional incomes unless spe- 
cial steps are taken to ensure proper distribution of sectoral 
development keeping the regional potentials in view. 
Similarly, for a country like India, inter-regional flow of 
private capital may accelerate regional disparity unless invest- 
ment in underdeveloped regions is made attractive and the 
effect of inter-regional capital flow is watched with care. 
Inter-regional development is also directly connected with 
inter-State linkages in the sense of the spread effects of tech- 
nological and social change, income multipliers and social 
change. The study of sub-national disparity is directly linked 
with all these aspects and can hardly be undertaken in the 
absence of data on the other related variables besides total 
and per capita income at the regional level. The other vari- 
ables to be considered for the purpose can be the proportion 
of agricultural /industrial sector in different regions, levels of 
sectoral output/income in different regions or agricultural/ 
industrial productivity differentials. 

Again, for balanced regional development* it is not only 
necessary to get a clear idea of the levels of development but 
the link effect of localised investment within the States in 
generating income and employment. In other words, it is 
necessary to study not only the inter-regional multiplier ef- 
fect and inter-regional capital flow effect but also the inter- 
regional employment effect and capital flow effect along with 
the productive structure. This would, in essence, also include 
the study of the development of activities at the regional level 
as a result of the public sector outlay from the central funds. 
Also included will be activities such as public transport which 
have far reaching effects in the form of generating linked ac- 
tivities at all levels. 

At the next stage, it would become necessary to have, if 
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feasible, disaggregated limited input-output tables at the 
regional level. This would enable a study of the detailed in- 
put structure of industries at the State level and would be the 
first step towards multi-level planning which requires clas- 
sification of all industries according to national, regional and 
local levels for identification of location of industries. This 
could then be used for studying localization effect, clustering 
effect as well as spread effect among regions. Again, for 
multi-level planning it would be of utmost importance to 
have the measure of the indirect effect of development on 
the population of organised services like transport in big 
cities. This would obviously require compilation of different 
macro-economic aggregates and their break-up at levels 
lower than the States. For full use of the regional income 
statistics for planning purposes, the analysis has to extend 
beyond the measure of differentials among States and among 
big cities and should also cover those among big cities and 
rural and urban areas. Demarcation of the areas within the 
regions on the basis of proportions of monetised and non- 
monetised parts of the domestic product and study of the dif- 
ferentials either between the two sections for individual 
regions or for each of the two characteristics, viz., monetised 
and non-monetised parts of the domestic product over dif- 
ferent regions, may make the study of regional disparity 
more meaningful. 

Income redistribution between regions either through 
public investment or through differential distribution of 
central assistance is one of the accepted policies of the 
Government. The total impact of public investment would 
tend to include secondary effects which also would result in 
redistribution of income among the regions of the country. 
To measure such impact it would become necessary to ob- 
tain detailed information on patterns of public investment 
made both by the central government as well as by the 
regional authorities. The industry of use, location and period 
of gestation would also be essential part of the information 
necessary to study the total impact of such investment. The 
sectoral break-up of SDP would give a broad indication of 
the extent to which the resources within the regions have 
been exploited and indicate the strategy to be adopted 
regarding the policy of public investment. Consequently the 
resources to be allocated to each region and to various sec- 
tors within each region would also be thus known. These 
details would help in obtaining a broad rationale for utilisa- 
tion of resources among regions. 

Some studies have indicated that per capita SDP by itself 
may be sufficient as an indicator for assessing the differen- 
tials in the stage of development of States (regions) in as 
much as States (regions) with high per capita SDP but as- 
sociated with low population density may not necessarily be 
economically advanced and States (regions) with low per 
capita SDP but associated with high population density may 
not necessarily be backward States (regions) The studies do, 
however, point out the fact that States (regions) with high 
per capita SDP and high population density, and those with 
low per capita SDP and low population density could be 
identified as really advanced and backward, respectively. The 
possible reason for this type of per capita SDP population 
density relationship in a less developed economy such as 
ours, with preponderent dependence on agriculture for 
livelihood, is that areas of high per acre agricultural produc- 
tivity also experience population presssures without anything 
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being added at the margjn. This tendency makes for low per 
capita income-high population density regions. Similarly, 
high per capita income-low population density regions belong 
to the category of somewhat backward regions from where 
population - particularly the working age group - tends to 
migrate to other regions. This aspect of inter-regional com- 
parison for economies abounding in high rates of under- 
employment and unemployment deserves to be noted before 
any conclusions are drawn on the sole basis of differentials in 
per capita SDP of States (regions), 

Mqjor Problems 

As has been seen, substantial use is being made of the 
estimates of State income and related sectoral and other ag- 
gregates, ratios, etc., for policy purposes both by the 
authorities at the Centre as well as at the State level. 
However, their use would be much more widespread and in- 
tensive if the time-lag in the availability of the estimates can 
be reduced and the presentation can be made more policy 
oriented. Generally, the estimates become available with a 
time-lag of two to four years. Even the provisional figures 
are available with a substantial time lag. At present the es- 
timates from most of the States are available till 1970-71 and 
in some cases only upto 1969-70. In the case of only a few 
States the estimates are available for 1971-72 or 1972-73. The 
main reason is not far to seek. Even for the sectors for which 
annual data are available, there exists no satisfactory ar- 
rangements for timely flow of the data necessary for the com- 
putation of State income. This is particularly true in respect 
of agriculture, forestry and registered manufacturing sectors. 

Estimates of State income for the current year do not 
become available at the end of the financial year when the 
budget provisions for the following year are made. If 
methods can be developed for preparing a quick estimate of 
SDP of the current year, the review of the past performance 
of the economy as well as the financial proposals for the 
coming year would become more reliable. In the context of 
planning, short-term projection of domestic product at the 
regional level would be extremely relevant even if the exer- 
cise is limited to a few important sectors only. Such exercises 
could even include quarterly or half yearly estimates. 
Similarly, at present, the State budgetary estimates arc made 
on the basis of the past trends by items of taxes, etc. If the 
estimates of State domestic product can be presented with 
more detailed break-down so that the individual items of 
taxes can be related to the corresponding values of com- 
modity output, these would become more useful for policy 
putposes. 

Besides the time-lag in the availability of the State in- 
come data, the background material accompanying the es~ 
timates quite often docs not offer the necessaiy details 
regarding the method of collection of the basic data and the 
construction of the series. As such, it is not possible to assess 
either the relibility of the estimates or their comparability 
with the estimates of other States or of the countiy as a 
whole. Thus, the estimates of agricultural byproducts or yield 
rates of livestock products -are not based on sample surveys 
in many cases. It would be extremely useful to indicate such 
limitations while issuing the estimates so that their reliability 
can be judged before using them for policy purposes 
Similarly, the State income data give an overall picture of the 
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economy as well as sector-wise data on value added but 
makes no distinction between the public and the private sec- 
tors. Since in the planning process a substantial amount of 
investment is made by the public sector either through the 
State Governments or by the Central authorities directly, it is 
desirable that the estimates are given with break-down be- 
tween the public and the private sectors. This would enable 
one to assess the efFccts of investments made by the public 
sector and also help in a better planning of the future invest- 
ment policies. At the State level, the estimates of factor share 
for identifiable groups of industries as well as the urban-rural 
break-up of sectoral products would be extremely useful for 
understanding the problems of development and the implica- 
tions of the polices adopted so far. 

At present, the estimates suffer not only because of the 
lack of data but also because of indifferent quality of some of 
the data collected through the routine administrative system. 
Also, the absence of appropriate current data often leads to 
crude methods of estimation consisting of moving the 
benchmark estimates with the help of a set of indicators. This 
further affects the accuracy of the estimates. To make the es- 
timates of State income more useful for policy purposes it is, 
therefore, of primary importance that the estimates of net 
value added for all the sectors arc based on current data. 
Schemes for such improvements need to be taken up by all 
the States on uniform basis. Thus, the collection at regular 
intervals of data on prices and production of animal hus- 
bandly, unregistered manufacturing and other similar 
products and employment and earnings for services sectors 
become essential. This might make it necessary for the SSBs 
to have sufficient field agencies to carry out surveys and type 
studies at regular intervals. To ensure uniformity all over the 
country such surveys have to be coordinated by the centre 
and launched simultaneously. 

The degree of reliability of the present estimates of State 
income varies considerably from sector to sector or among 
sub-sectors or for certain constituents of a sector.Thus, the 
gross value of output in agriculture (proper) is more reliable 
than that of net output; estimates of income originating from 
activities of State Government are more reliable than the es- 
timates of income from the Central Government activities 
within the State boundaries. Some objective assessment of 
the reliability of the estimates of various sectors and sub- 
sectors could be included in the notes accompanying the es- 
timates. This will help the users in picking and choosing the 
figures for their purposes. 

The choice of value added method for estimation in In- 
dia has been, in large measure, governed by the availability of 
data as well as their usefulness for the study of problems of 
growth and development at the regional and sub-regional 
levels. Measurement of income in a given region within a 
countiy, however, raises certain conceptual problems which 
arc not common to the measure at the national level. Thus, it 
is to be determined whether the income of a region should 
include all the income originating as a result of the utilisation 
of the physical assets and the labour force of the region even 
though some of the income might flow to residents outside 
the region of it should include all the income received by the 
residents of a region even though some of it might have ac- 
crued outside the region. The two measures might make sub- 
stantial difference in the estimates. For example, .there may 
be absentee landowners in rural areas who primarily live in 
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the nearby urban areas and hence transfer the income earned 
from the property in rural areas for use in urban areas. 
Similarly, an employee or the owner of an un-incorporated 
enterprise may spend his working day in one State while his 
residence is in another. Consequently, in the smaller ad- 
ministrative units like districts and cities, the issue of place of 
residence versus place of activity becomes much more 
relevant and concerns not only income from capital but also 
income from labour. Such measurements have to be well 
defined and the statistics to be collected for the purpose have 
to be a joint endeavour of the Central and regional 
authorities. Further, large incomes may originate within a 
State which is highly industrialised and be transferred to 
other areas so that it is not available for the well-being of the 
normal residents of the State. Thus, the possibility that a 
State with a lower originating per capita income may in fact 
be more affluent in respect of per capita income received 
than one with a higher originating per capita income as a 
result of repatriation of income cannot be ruled out. For a 
realistic measurement of income received, therefore, account 
needs to be taken of net inflow/outflow of income between 
states. But in an open economy like that of a State in this 
country, it is very doubtful whether such an estimate can be 
prepared unless special effort is made for the collection of 
relevant data. 

The other two alternative methods of measurement, viz., 
aggregate expenditure and aggregate income of resident 
households, are also not easily visible in India because of Ihe 
insuperable difficulties involved in measuring the inter- 
regional flows. A direct survey approach could however yield 
the aggregate of expenditures. Consequently, a method of 
measurement limited to personal disposable income and 
household consumption expenditure, public current and capi- 
tal expenditures can be developed as a complement to the 
sub-national value added methodology. 

In the USA, income of States is compiled by the Depart- 
ment of Commerce by aggregating ‘income payments to 
individuals 1 . This is, in fact, personal income with no deduc- 
tion of personal taxes. This scries differs from US national 
income because it excludes corporate savings and contribu- 
tions by both employees and employers to social security 
funds and includes ‘public assistance and other direct relief, 
veterans" pensions, adjusted service benefits (the soldiers' 
bonus), retirement payments by Government, social in- 
surance benefits, the Government's contributions to al- 
lowance paid to dependents of enlisted military personnel, 
and mustering out payments". The limited attempts in this 
direction made in Canada by the Dominion Bureau of Statis- 
tics and in the U.K. under a project at the National Institute 
of Economic Social Research sponsored by the Department 
of Economic Affairs on the other hand, followed the value 
added method using either direct data of output at the 
regional level or allocation of factor incomes. 

The income accruing to the households can obviously be 
measured by simply aggregating factor incomes and other 
transfer receipts. In such a case income data on receipts by 
way of wages and salaries, interest, dividend, rent, etc, trans- 
fer receipts (public and private), draft on past saving and liq- 
uidation of assets will have to be collected. The income ap- 
proach by the aggregation of factor incomes has been at- 
tempted in the U.K. for the years 1961 and 1964 to estimate 
the total regional income. These estimates have been found 
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to be quite reliable when compared with those provided by 
the regional authorities and based on other methods. 

In case data on consumption expenditure by the resident 
households within regions can be considered as a possible 
proxy of income accruing, the relevant data have to be col- 
lected. On the expenditure side, data on consumption expen- 
diture as well as data on purchase of gold and capital asset, 
increase in cash and bank holdings and transfer payments of 
different kinds could also be gathered simultaneously. 

Income accruing at the State level is perhaps the most 
satisfactory measure of economic welfare. This measure is 
somewhat wider than personal income in the sense that the 
incomes from public and private corporate sectors accruing 
to the region arc included. This becomes more relevant for 
States where big public sector projects are located and the 
benefits from such projects often do not accrue to the people 
of the State However, in view of the difficulty of measuring 
intcr-State flows, it might be difficult to evolve a method for 
measurement of income accruing at the State level. 

The present series of State income data do not give any 
idea about the income distribution pattern. For an under- 
standing of the disparities either among regions or within 
regions, it is essential to have an idea of the distribution of 
personal income by size classes. While for the lower tail of 
the distribution the analysis based on household consump- 
tion expenditure may serve the puiposc, for the upper tail 
expenditure distribution pattern is likely to be substantially 
different from the income distribution pattern and the latter 
wall have to be studied independently. It might even be 
worthwhile studying the distribution for different sections of 
the population separately so that the population in the upper 
income classes and those at the lower income classes are 
automatically separated out 

Last but not the least in the list of requirements of 
macro-economic data at the regional level is the estimate of 
capital formation Along with such estimates it would also be 
important to study the regional variation in savings rates. A 
direct measure of this rate may not be feasible with the 
present position of data availability. However, independent 
attempt at measuring household savings in a region, gross 
and net, might be fruitful. This component then, measured as 
a proportion of personal income or income accruing to 
households within a region may be a reasonable enough 
measure to assess the situation within and among the 
regions. Another important aspect on which data have to be 
collected and presented meaningfully is sectorwise employ- 
ment along with the corresponding incomes so that the 
labour productivity and the employment potential between 
sectors can be studied for individual States. 

Even the measurement of income originating which has 
been adopted in India has its own problems— both conceptual 
and operational. Conceptually one has to resolve the 
problem of measurement by States of income of enterprises 
whose activities extend beyond the boundaries of a given 
region and spread over the country as a whole. Value added 
in individual industrial sector at the State level in such cases 
can be estimated either independently by using the local data 
or by allocation of the national totals using relevant in- 
dicators. Even for allocation, determining the relevant in- 
dicator, for example, for allocation of overhead expenses of 
railway operations in the regions or for the surplus of public 
enterprises owned by the Central Government and located in 


different regions is complicated. For estimation of domestic 
product at the regional level two approaches have, therefore, 
been adopted: (i) use of local data in respect of all the sec- 
tors where the product can be measured within the given 
area without any ambiguity such as in agriculture or mining 
or storage, hotels and restaurants and (ii)al local ion of value 
added (estimated at the centre for the country as a whole) 
for all sectors where the activities arc spread over a number 
of regions. 

The important categories of institutional sectors whose 
operations extend beyond the boundaries of a given region 
and for which allocation method needs to be applied are rail- 
ways, communications, Central Government administration, 
large corporations like banks and insurance and large 
productive enterprises(in the private and public sectors) with 
branches located in a number of regions. For such en- 
terprises or activities, the internal accounts are not main- 
tained in a form which would facilitate the estimation of in- 
come originating from the activities within given regions. For 
manufacturing enterprises which are registered under the 
Factories Act and for which the data are collected unit-wise, 
it is possible to prepare the estimates of income originating 
at the regional levels making full use of the data thus col- 
lected. However, since the activities extend over different 
regions, the problem of allocation of overhead expenses and 
operating surplus would still remain. For sectors like railways 
and communications, on the other hand, or for banks and in- 
surance the problem is more complicated because of the ab- 
sence of the relevant information at the unil/regional level. 
In such cases the estimate of the domestic product has to be, 
obtained by allocating the national total to regions on the 
basis of relevant indicators. Factor share approach or the dis- 
tribution of different factor payments among regions appears 
to be the most convenient method in this case. The Working 
Group on State Income paid considerable attention to this 
problem and evolved standard indicators lor allocation of 
such items for different sectors. For formulating the in- 
dicators, the Working Group has been primarily guided by 
the type of data available and these are different for different 
sectors, for different sub-sectors within the sector as well as 
for different types of factor payments. Thus, for railway 
freight eamings and passenger earnings different indicators 
are used for allocation of the corresponding products be- 
tween regions. At present, such State-wise estimates for the 
sectors, railways, communications, banking and insurance, 
Central Government administration and air transport are 
prepared by the CSO by allocation of the national totals 
using relevant indicators and are communicated to the SSBs 
for their use. The procedure could continue to be used, 
taking care that the indicators do represent the value of out- 
put, gross or net. 

Just as more meaningful presentation of the available 
data on State domestic product and additions to the list of 
available information would enhance the use of such data for 
policy purposes, the improvement in the reliability of the 
available estimates would also add to their utility. The stan- 
dard framework for presentation of State income and related 
aggregates would also result in articulated plans for data 
development. 

AS regards the reliability of the estimates, these can be 
broadly grouped into three main categories according to the 
data base: 
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(a) Sectors for which the estimates are prepared on the 
basis of data collected every year (e.g., production data of 
principal crops, mining, registered manufacturing, etc.). 

(b) Sectors for which current data are not available and 
the estimates are prepared on the basis of ’benchmark es- 
timates' and at times inadequate data for some past 
year/years (e.g. live-stock products, unregistered manufactur- 
ing sector, construction, trade, services, etc.). 

(c) Sectors for which the estimates are derived from al- 
location of national totals (e.g. banking and insurance, air 
transport, railways, communication, Central Government 
administration). 

Even for sectors falling under category (a) the estimates 
are often not based on satisfactory current data. Thus, the 
area statistics of crops in States like Kerala and Orissa are 
obtained through sample surveys. The size of the sample is 
often not sufficient to provide reliable area figures for minor 
crops which contribute substantially to agricultural produc- 
tion in a State like Kerala. The production estimates of 
crops like coconut and arecanut are based on sample surveys 
for a few States only and for pepper, ginger, mango, citrus 
fruits, vegetables etc the estimates are based on either con- 
ventional yield rates or local enquiries. Up-to-date data on 
agricultural by-products such as rice husk, rice bran and 
straw are not available and the present estimates arc based 
on outdated data or local enquiries. 

The computation of income from animal husbandry also 
suffers from limitation of data. The estimates of the output 
of live-stock products are based on the yield rates which are 
not obtained from regular surveys. In the case of fisheries, 
data on catch of inland fish are inadequate and do not 
depend on any objective survey. Similarly, the lack of current 
data for sectors like forestry or registered manufacturing 
reduces the utility of the estimates of value added. 

Lack of relevant annual data for sectors covered under 
(b) affect the reliability of the estimates and consequently 
their utility. Thus, for the noncommodity producing sectors, 
the basic data available for estima-tion are limited to given 
points of time at large intervals. The incomes for these sec- 
tors (trade, transport and unregistered manufacturing in- 
dustries) are computed using estimates of working force and 
per capita earnings. The main source for working force 
statistics is the decennial censuses. Besides their being avail- 
able after long intervals, the definitions used for working 
force in the 1951, 1961 and 1971 censuses are different affect- 
ing the comparability of working force estimates. As a result, 
the method adopted for obtaining the estimates for intercen- 
sal periods varies substantially between States and leads to 
unsatisfactory estimates at the State level. Similarly, basic 
data on average earning per worker are not collected by 
States in any uniform manner and are also not available an- 
nually. Issues connected with item (c) have already been 
dealt with earlier. 

The overall estimates of domestic product are thus af- 
fected by the quality of the basic data which often vary 
markedly between States and often are not dependable 
enough for bringing out the regional growth pattern ac- 
curately. Consequently, it is difficult to observe inter- 
regional economic disparities. With these limitations, they 
can at best serve as broad indicators of the direction of 
growth 6f the States’ economy. The answer to this problem 
lies in the improvement of the quality of basic data, their 


timely availability and the collection of data on important 
gaps at regular intervals following uniform concepts and 
definitions. 

The development of the work on SDP in the individual 
States has also raised the problem of comparability of the es- 
timates among States. Besides being used for a study of 
development of particular States, the most important applica- 
tion of the estimates of State income is in their use for 
studies of regional development and integrated plan 
programmes within the country. The use of State domestic 
product for inter-regional comparison implies that the es- 
timates are comparable. But for such a large number of 
States with varying levels of statistical development, it is ex- 
tremely difficult to ensure strict comparability in the es- 
timates prepared by different agencies even when the details 
of concepts and methodology arc laid down. This is mainly 
because of the differences in the quality of data available in 
different regions and large number of assumptions involved 
at different levels in the preparation of the estimates. In spite 
of their overall comparability in terms of concepts and defini- 
tions, the present estimates of State domestic product 
prepared by the individual SSBs suffer from this limitation. 
This problem had been raised often by the authorities like 
the Planning Commission as well as by independent bodies 
like the fifth and sixth Finance Commissions. 

The Planning Commission first considered this problem 
as far back as in 1961 when it had suggested that the CSO 
should undertake compilation of comparable estimates of 
State income for the commodity producing sectors on the in- 
come originating basis and these would be used by the Plan- 
ning Commission for policy purposes. It was also suggested 
that the preparation of these estimates could be undertaken 
by the CSO in consultation with the SSBs who should be re- 
quested to supply any basic data which might be required for 
the purpose. Subsequently, the subject was discussed by the 
Planning Commission in several meetings with the State 
Governments. At the instance of the Planning Commission, 
a set of comparable estimates for three years 1962-63 to 
1964-65 initially for the commodity producing sectors and 
subsequently for all the sectors were prepared by the CSO in 
1969. The estimates for the commodity producing sectors at 
the national level arc even otherwise obtained as aggregates 
of the State level estimates prepared by CSO. The prepara- 
tion of statewise estimates for the commodity producing sec- 
tors (except unregistered manufacturing industries), there- 
fore, does not involve any special assumptions. For the rest 
of the sectors, however, except for the base year (1960-61), 
the estimates are prepared at the all-India level. The 
Statewise estimates for these sectors have, therefore, been 
prepared by the CSO basically following the allocation 
method after the estimates at the national level arc prepared. 
The indicators for the purpose are different for different ac- 
tivities depending on the type of activity as well as the data 
availability. These estimates do, implicitly, take account of 
the Statewise differential to the extent the base year es- 
timates arc prepared at the State level. For a strictly correct 
measurement of differential movement among States the 
base year State level estimates need to be moved by the cor- 
responding indicators and the national totals built up as ag- 
gregates of the same. For the present estimates, 
however, Statewise physical indicators are used for allocation 
of the national totals and this method measures the differen- 
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ihl cicwsmcmtS,, to the'extent the Statewise indicators in in- 
:dtvidual yearsYisedfor allocation do reflect the differential 
mdvemenU':for ’’Individual States. These comparable es- 
timate had been made available to the Planing Commission 
Worthhe formulation of the Fourth Five Year Plan. The 
■Fifth Fmahce Commisskm also used these estimates as one 
of the Indicators for allocation of resources between States. 
Simiiar'estimates for the subsequent period of 1967-68 to 
1969^70 have also been prepared by the CSO in 1973 for the 
-•usc'of the Sixth Finance Commission as well as the Planning 
’Coimnissibn prior to its formulation of the draft Fifth Five 
.Year Plan. lt is no doubt true that these estimates prepared 
( by a single agency at the Centre suffer from the limitation to 
.the'extent that some of the local material available for some 
of , the .States cannot be taken account of in the interest of/ 
' comparability. » However, generally, the indicators for the 
. purpose ; of allocation are so formulated that ail such infor- 
mation, is integrated within the overall indicators to the ex- 
tent possible.' ■ 

‘ Y Yhe- question of comparable estimates raises also 
'another . important issue. The comparability has to be 
' adueved.nol only from the point of view of definitions and, 
to. the ‘extent possible, methodology adopted for preparing 
tfieestimates but also from the point of view of measurement 
of real quantum of production In different States. The 
problem ‘of Inter-State price differentials becomes par- 
ticularly .'important in this context because not only do the 
prieesdiffer among States but their movement over time is 
not -unilorm for all States. This creates distortion in the 
inter-regional comparison of per capita incomes and the 
measurement 1 of any conceivable index of disparity at dif- 
ferent flinepomt*. The estimates of per capita State income 
at:constant prices do not answer the question either, because 
the ’Inter-State variations in prices which are implicit in the 
base yew estimates are not removed. 

• ,'JThis ; problem, in. a way, can be considered similar to the 
one^of comparing of purchasing power of currencies for 
interiobntiy ocimparison of per capita incomes. At the in- 
ternational level, one of the simplest answers to the problem 
has been attempted by valuing the quantities of production at 
’one’ dr 'more common sets of prices. Perhaps, the earliest at- 
tempt'along these lines was made by Colin Clark in which per 
rapitalncbme of a large number of countries were computed 
usingasprice weight ’oriental units' rep re senting the pur- 


chasing power of a rupee in India and "international units" 
representing the purchasing power of US dollars. This 
method was subsequently improved upon by several authors 
and the work by Milton Gilbert and Irving Kravis stands out 
here as a significant contribution. This method compares the 
income of USA and other European countries at US and 
average European country prices. The UN Statistical Com- 
mission has recently initiated methodological studies 
through the International Comparison Project to evolve a 
method for making binary and multilateral comparison of 
the purchasing power of currencies between countries. A 
sui-table method developed along these lines would be ex- 
tremely useful in making a more meaningful study of the ex- 
tent of real disparity at the sub-national level within a 
country. 

However, till such a detailed method can be developed, a 
satisfactory alternative needs to be evolved. The common 
method of inter-State comparison of per capita income (at 
State prices) is very unsatisfactory for such of the States 
where the price levels are either too high or too low in com- 
parison with the rest of the country. Also, for a study over a 
given time horizon, if the price level in a State A rises faster 
than In another State B, the per capita income of the State A 
at current prices would rise more steeply than in State B 
when the increase in production is the same in both. The 
Sixth Finance Commission recognized this problem and 
realised that the ranking of the States according to their per 
capita incomes does not represent a satisfactory picture. It 
felt that an adjustment of the comparable estimates of per 
capita State income on account of both absolute price dif- 
ferentials between States and their non-uniform movement 
between States would be desirable before they are usSd as 
one of the Indicators for arriving at an equitable solution to 
problems like division of revenues. The method adopted by 
the Finance Commission for such an adjustment has been the 
recalculation of the State domestic product of all the States 
using a common set of prices. The all-India weighted average 
prices have been used for the purpose and a fresh set of com- 
parable estimates has been obtained. Development of a 
technically more sound method similar to that for Interna- 
tional comparison would very much expand the horizon of 
possible uses of State per capita income data for the study of 
regional disparities. 
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TERMS OF REFERENCE 

(a) To consider and advise on the levels (state, district or 
other regions) at which Accounts should be prepared; 

(b) to devise a system of regional accounts and standard 
supporting and supplementary tables for adoption by all the 
states; 

(c) to suggest measures for building up regional accounts 
in the country taking into consideration the availability of 
data and requirements of Central and State Governments; 
and 

(d) to examine the concepts, definitions, and classifica- 
tions for preparation of regional accounts and to lay down 
guidelines. 

CONTENTS 

Introduction; System of Regional Accounts; Standard 
Tables; Coverage and Methods of Estimation; Recommenda- 
tions; Annexure I; Foot Notes; Abbreviations. 

RECOMMENDATIONS 

Introduction 

The purpose of this chapter is to bring at one place the 
various recommendations of the Committee arising out of its 
deliberations and discussions with various authorities and ex- 
perts. Some of these recommendations have already been 
made in the chapters that precede. Some others relate to the 
common measures required to be taken to improve the data 
base, the methodology, the co-ordination between the states 
and the central statistical agencies, and the personnel exper- 
tise. These recommendations which apply, with almost equal 
force, to the work of estimating income, expenditure and 
other related aggregates are not repeatedly mentioned in the 
earlier chapters and are stated here so that action can be 
taken to bring about a general improvement in the quality of 
all the estimates when they are fully implemented. 

In this context two general points may be made. First, in 
view of the fact that cost structures change slowly, annual in- 
formation on gross output is indispensable while data on 
costs could be collected at longer intervals. Second, it is im- 
portant to ensure that an estimate pertaining to a year is 
based on data relating to that year, and the use of past obser- 
vations, trends, etc., could be permitted only for the es- 
timates of dimensionally unimportant variables. 

The Committee would like to emphasise that improve- 
ment of estimates at the regional level and filling up data 
gaps for the purpose would automatically lead to improve- 
ment of the estimates at the national level. It would, there- 
fore, be desirable that co-ordinated efforts are made to im- 
prove the data position in all the states simultaneously so 
that the fruits of such labour can also benefit and improve 
the estimates prepared at the centre. 

The major problems in the state income estimation have 
been already stated in the First Report (Chapter I, Sectiorf 
3). In para 3.17 of this First Report it has been indicated that 
the reliability of the estimates can be broadly grouped into 
three main categories according to data base. 

(a)\Vhere data are collected every year e.g. production of 
principal crops, mining, registered factories, etc.; 
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(b) where ’bench-mark’ estimates can be worked out 
reasonably satisfactorily every few years and the estimates for 
the intervening years can be worked out by moving the 
bench-mark estimates by means of appropriate indicators of 
physical output and prices (e.g. livestock products, unregis- 
tered manufacturing, construction, trade, services etc.); and 

(c) where national totals are allocated among states by 
the use of some meaningful indicators (e.g. banking, in- 
surance, railways, central government administration, etc.). 

The improvement in the quality of estimates will have to 
be brought about by improving the data base and priorities 
will have to be assigned in the task $9 that a co-ordinated 
and planned performance of data improvement can be taken 
up in accordance with the importance of the sectors or sub- 
sectors where the reliability of estimates is at present weak. It 
is recognised that all the three types of estimates (a), (b) and 
(c) mentioned above may have to continue for quite some 
time and in the case of some sub-sectors no change may be 
possible in the foreseeable future. However, even here, im- 
provements will be necessary. For instance, in regard to es- 
timates listed under (a) above time-lags can be reduced to a 
minimum; in regard to those under (b) better ’bench-mark’ 
period estimates can be made and their frequencies might be 
increased. Also the appropriateness of the indicators used 
may be improved, whereas for the estimates under (c) alloca- 
tion methods may need improvement. It may be that in 
course of time some of the sectoral estimates of (b) type may 
have to be upgraded to (a) type estimates and, wherever pos- 
sible, this type of improvement will have to be brought about 
One would for instance, desire that, considering their impor- 
tance, the estimates of incomes from construction, or regis- 
tered trade establishments are worked out through (a) type 
data base. These factors will have to be taken into account 
while working out the priorities in the programme of improv- 
ing the data base. 

Each regional economy may be divided broadly into (I) 
private organised sector and (II) private unorganised sector. 
The private organised sector can be defined to include those 
enterprises or establishments owned by non-government 
economic agents, which are registered or covered under one 
or the other of the widely applied Acts. It is assumed that, in 
the manufacturing sector, establishments which arc covered 
under the IFA belong to the organised sector. In the trade 
sector, such establishments or business which arc registered 
under the Sale Tax Act (which are prevalent in almost all the 
states in one form or another) and in the mining sector, 
mines registered under the Mineral Conservation and 
Development Rules may be considered as falling under the 
organised sector. The rest of the economic entities or estab- 
lishments can be considered as falling under the unorganised 
sector. The division is purely one of convenience since the es- 
tablishments classified as organised enable one to set up a 
frame for sampling or a frame for identification of the estab- 
lishments and have, generally speaking, better records and 
readily available annual accounts. 

The problems of data improvement are, however, not 
necessarily related to the organised or unorganised parts of 
any given sector. For instance income estimates from regis- 
tered trade rest today on weak data base, whereas agriculture 
which definitionally belongs to the unorganised part of the 
private sector, has much better data base at least for the 
principal crops. But, by and large, the unorganised parts of 
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r'thc "ci<Mdmy will .need .much better data base than the one 
> th^ haw 'tKwV'Inc specific steps to be taken for improving 
. thej'data‘,'base’ in'' each sector or sub-sector for estimating 
regional incomes^expendituxef; etc. are recommended in this 
chapter.'; Ifiriust/rhowever, be underlined that in the First 
' Chapter wherein'the Committee has attempted to present a 
set of accounts and supporting tables for households popula- 
Uion and Publlc Sector, estimation of several economic ag- 
grepites isjinvolyed. Saving of the region, mixed income of 

■ the self-employed in the region and income due to free or 
.^reduced cost services furnished by government, private non- 
profit bodies and by industries, are some instances. Estlma- 

jtfcm'oi such additional items increases the magnitude of the 
iask'qh h'and.' Here also, priorities will have to be assigned to 
the. const ruction of accounts and tables. It may be that Ac- 
c count 5'on total consumption and income of the population 
iwilT have' lq.be given low priority. Another feature of the 
'regjohtd '.accounts, and tables is the conceptual framework 
"which one' wiH Hive to grasp before the work can be started, 
Hand the figures property-understood and interpreted. 

V - 

Agriculture and Livestock 

c ‘/.v* ’ i 

'•■J' ft * ' r \ r* *•»*.»'' t ^ r 

Regular annual ,«*timates of yield rates based on crop 
/editing oqperimenls are available only for the principal crops. 
•We/re<x>mmcml that crop cutting experiments may be ex- 
//tended do’-' cover- all important minor crops in different 
regionsJ.In, the rase of unspecified crops, other products and 
^byproducts," . wc/fecl that surveys should be undertaken at 
/ least' once' In; three’ years to estimate the yield rates and input 
'^Structure apart from conducting type studies at shorter inter- 
.’vals’. ^bate/on, livestock population become available once in 
/five years /through quinquennial livestock censuses. Yield 
f fatesoj/various livestock products are available only from oc- 
\caskmal cir. ’ad /hoc surveys conducted by IAPS or DMI and 
'^are’not unifdrrn be tween states in terms of reference period, 
I'etcifibereTS a requirement of annual estimates of yield rates 
^-Tor providing figures of estimates of livestock products year 
/by/year. .The ! Committee recommends that a set of annua] 
^sury^^Jbetuhdertaken furnishing estimates of livestock 
^members .arid yield rate of major livestock products in all the 
:fjrtatcs. 1 Surveys may be conducted less frequently for estimat- 
/, ing the’average 'yield’ rates of various other items of livestock 
^jpioduto including the subsequent processed products as well 
'■zs,\h6\ iripu t' struct u re’ of different products. The NSSO sur- 

products undertaken in the 
f 30th;round jf-repeated at regular intervals would meet the 
flatter requirement.: . '. ’ * 1 

p ':2^For,agricuUurai and livestock products, it is necessary to 
^tcolltcf'pricrres; for, ‘more ,items and from more markets, the 

■ i - |M"pn^pf'markete,ljcing /reviewed periodically. CoUemion 
“<°f; i prices ; of ltyKtqcicTgroducts, particularly in rural areas, 
// riwuM be jmensified/ For livestock-products, producer prices 
’'; f, ; 4I ? > risuaUy rio't .available and in order to obtain the estimates 
^ of gross outputat producer prices, adjustments for trade and 
^^transjxirt^marphs become necessary. This could be avoided 
/^y.foliKtirig prices .regularly from producers. 

"C'"- ■‘--in in respect of agricul- 

inadequate. Rjeoently.a , 



data are to. be 


collected for different crops by rotation. The results in 
respect of individual crops as and when available should be 
put to use. Each state should examine the crops which are 
important to their economy and left out of this programme, 
and organise surveys to collect for such crops data on inter- 
mediate consumption and consumption of fixed capital. All 
such surveys on cost of cultivation or livestock should collect 
data on fixed capital formation as well. 

Forestry and logging 

Output of major forest products by varieties and out- 
turn and prices of minor forest products have to be collected 
on a regular basis by state forest departments and the time- 
lag in the availability of data should be reduced. Studies may 
be conducted, say once in five years, to estimate the 
unauthorised/unrecorded production. Surveys to collect data 
on intermediate consumption, consumption of fixed capital 
formation need be conducted at least once in five years. 

Fishing 

Surveys to estimate the catch of inland fishing and sub- 
sistence fishing may be conducted by all the states through 
the collecting agencies in the states. Wherever two sets of es- 
timates of production are available (e.g. from CMFRJ, Man- 
dapam and state agency), efforts should be made to bring 
about reconciliation to the extent possible. For the evalua- 
tion of output at "producer prices’ wholesale prices have to 
be adjusted for trade and transport margins. Attempt there- 
fore should be made to collect producer prices at least from a 
small sample. 

Mining and quarrying 

Data on output of all minor minerals as well as the 
details about intermediate consumption of fixed capital are 
not available. Information on inputs and consumption of 
fixed capital has to be collected in the case of the two major 
products as welt, viz, coal and petroleum. The IBM or state 
departments of mining and geology may collect such informa- 
tion annually. 

Other Organised Sectors 

For manufacturing, while ASI data are available to the 
states, both for the census and the sample sectors, it is neces- 
sary that the states develop their own index number series 
for industrial production and prices similar to the All-India 
series. This would provide an appropriate indicator to the 
states to move the latest available estimates based on ASI 
data to obtain current year estimates on a provisional basis. 

Although a part of the trade sector belongs to the or- 
ganised part, hardly any data are available. Available es- 
timates of various aggregates like the value added, capital 
formation, total turnover and input costs, etc, are veiy weak. 
It is necessary that the establishments registered under Sales 
Tax Act are used as a frame and the turnover figures, also 
collected in this context, are used to stratify the various es- 
tablishments covered under the Act. It is generally observed 
that a very small proportion of the trading establishments ac- 
count for a large proportion of the total turnover. From the 
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sampling point of view this is a great advantage. It should 
therefore be possible to organise an all-India Survey of dis- 
tributive trade at the interval of every five years through an 
appropriate agency. The State statistical agencies will need to 
co-operate in this matter by updating the frame, and also 
maintaining turnover figures on an annual basis for estimat- 
ing figures of value added, etc. for inter-survey years. 

Similar surveys should also be undertaken for organised 
transport and professions. Registration under the ap- 
propriate acts and similar other provisions may supply the 
appropriate frames. For construction, the feasible approach 
would be through the agencies making outlays rather than 
from institutions like construction companies. For example, 
in manufacturing, the ASI returns should provide the neces- 
sary information. 

Unorganised Sectors 

In the case of manufacturing, construction, transport, 
trade, hotels, etc., and services some information on the or- 
ganised coiporatc components will be available. In the case 
of the unorganised components of these sectors, it would be 
necessary to collect comprehensive information on various 
aspects for a bench-mark year. These bench-mark data are to 
be supplemented by current data on major indicators of 
trends of each of the activities on an annual basis for estima- 
tion for the intervening years. Till now it has not been pos- 
sible to organise collection of annual data in these sectors. 

As the Committee has observed, country-wide periodic 
censuses/surveys covering all these economic activities simul- 
taneously will help in obtaining the bench-mark information. 
It is understood that the CSO has already initiated action for 
conducting the first economic census in the country to be fol- 
lowed by sample surveys by types of activities. Considering 
the magnitude of the sectors to be covered, the collection of 
data has been planned in two stages. The first stage consists 
of listing of all establishments, both household and non- 
household, collecting information on some basic characteris- 
tics at the listing stage, thus providing a suitable frame for 
conducting sample surveys at the second stage. The sample 
surveys at the second stage would provide detailed informa- 
tion on inputs, outputs, employment, capital formation, 
sources of finances, factor incomes, etc., on individual 
economic activities. The project would be comprehensive to 
the extent of covering all non-agricultural establishments in 
the unorganised sector and activities like wholesale and retail 
trade barring public and private corporate enterprises. The 
Committee hopes that the scheme will be expeditiously 
implemented and thus the major data gap in these sectors 
filled to a large extent. 

It is also important to ensure that both household and 
non-household enterprises are covered in the course of data 
collection both for the census as well as the sample surveys. 
In other words the household and non-household surveys 
should be tied up in such a way that the same set of economic 
activities are covered at the same time in the household and 
non-household sectors and the complete results for any par- 
ticular economic activity are obtained for the same period. 
Such economic censuses and surveys should be repeated peri- 
odically so that adequate bench-mark information relating to 
the unorganised sectors of the economy flows continuously. 

Obviously, however, this programme will not provide the 
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annual output indicators and these can best be obtained by 
freezing a fraction of the NSSO and the Economic census 
samples and canvassing the same would provide estimates of 
a limited set of variables that could serve as surrogates of 
gross output for the unorganised sector. Once there is an 
agreement about this plan the Committee feels confident 
that the CSO in consultation with the SSB could work out 
the relevant variables or their surrogates. 

It will be observed that all private activities except con- 
struction have been covered above. The analysis of balance 
sheets and annual accounts is not likely to prove useful for 
state level estimates in these sectors. The best way to es- 
timate value added capital formation etc. is to use informa- 
tion available from the ASI for organised manufacturingFor 
other establishments covered under sales tax registration, 
shop establishments etc., it should be possible to obtain 
regularly information on output, input etc. For construction 
activity the most satisfactory answer for data on output, capi- 
tal formation etc., may be organisation of sample surveys on 
the basis of area sampling and details available from ASI etc. 
For non-registered manufacturing as well as other non- 
registered establishments which are not so covered it will be 
necessary to organise large scale sample surveys at least once 
in five years giving details of output, input, capital formation 
etc. The estimates for inter-survey years should be built up 
with suitable indicators based on information on important 
inputs. 

In the municipal areas, there is usually a system of ap- 
proving building plans and issuing commencement and/or 
completion certificates. These records also provide a suitable 
frame for conducting sample surveys in urban areas. In the 
rural areas, surveys will be necessary to estimate the vanous 
aggregates related to the Construction Sector. These surveys 
can cover households and unorganised factories, trading es- 
tablishments, etc., in the private sector. 

Public Sector 

For the public sector, the most outstanding gap in infor- 
mation is with respect to local authorities. Detailed informa- 
tion on income and expenditure of local authorities needs to 
be collected regularly on an annual basis. The number of lo- 
cal bodies within a region is likely to be large depending 
upon its size and tiers of local administration. However the 
collection of data alone will not suffice and economic analysis 
of the details would be necessary. The task of analysis would 
require considerable resources and the problem is enhanced 
as the presentation of the budget is not uniform and docs not 
provide information in sufficient detail. The Committee 
therefore feels that a uniform system of presentation and 
.classification of accounts of the local bodies is necessary as in 
the case of state government budgets. The question of collec- 
tion of the minimum necessary information in a specially 
devised form for the purpose, might facilitate the collection 
of relevant data as well as their analysis. 

At present CSO, besides analysing the Central Govern- 
ment budgets, is also engaged in the analysis of budgets of all 
state governments and local bodies and accounts of non- 
departmental enterprises for the preparation of the Public 
Sector accounts. Once all the State Governments undertake 
the analysis of the budgets of administrative departments and 
non-departmental commercial undertakings falling within 
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their jurisdiction within a specified time schedule following 
uniform dassificatory system, the CSO can make use of these 
results for consolidation, thus avoiding the present duplica- 
tion of work. The CSO can in turn concentrate in preparing 
more detailed analysis of the corresponding counterparts at 
the centre providing the detailed break-up of various ag- 
gregates of the central government, the administrative 
departments as well as departmental and non-departmental 
enterprises located in the various states. 

Private final consumption expenditure 

According to the present long-term programmes of the 
NSSO, the household consumer expenditure surveys are to 
be carried out once every five years. The major gaps in the 
data system in this respect would therefore be relating to the 
annual indicators which would be needed to carry forward 
the bench-mark estimates of private consumption expendi- 
ture which would be built up on the basis of the NSS data. 
The SSBs may have to make special efforts in carrying out 
surveys on a smaller scale in order to build up indicators of 
consumption of atleast the major commodities or build up 
series of net availability of such commodities to the 
households for current consumption. However, if the NSSO 
uses a frozen sample recommended by the Committee, the 
sample could throw annual estimates of size distribution of 
an important segment of household consumption. Also, sur- 
veys should be organised to obtain size distribution of in- 
come suitably defined (as detailed in chapter II). 

Capital formation 

Wherever a producing sector is studied in detail through 
a census/sutvey, the Committee recommends that the query 
should cover all capital outlays of the enterprise.This has 
been mentioned in some of the above sections also, but this 
specific mention should be considered as the general recom- 
mendation of the Committee for all producing sectors. 

Problems of inter-state comparability 

In the past, the Planning Commission, the Finance Com- 
mission and the Ministry of Finance have been handicapped 
in the use of SDP estimates, not merely due to conceptual 
and methodological non-comparability between the estimates 
prepared by SSBs but also due to the price differentials that 
exist between the states. The conceptual and methodological 
problems have received good deal of attention and have been 
resolved to some extent. But the problems of differential 
prices and its effect on the inter-state comparability has not 
yet received the attention it deserves. The United Nations 
Project on International Comparison of National Accounts 
aggregates and purchasing power of currencies is devoted to 
the problem corresponding to price differentials between 
various countries and the associated question of com- 


parability of per capita incomes. The method used is suitable 
for a realistic interstate comparison. India happens to be a 
participating country of this project In view of this the Com- 
mittee recommends that the CSO should pursue the project, 
already indicated, to study the purchasing power parities of 
the rupee in different states for a more meaningful com- 
parison of domestic product between states. The Committee 
feels that to pursue this point, it would be desirable to have 
finat outlays on consumption and capital formation by states 
at intervals more frequent than five years. 

The Co-ordinating function of the CSO 

The SSBs and the CSO in the past have played distinc- 
tive roles in the development of regional income studies in 
the various states. The CSO assisted by a working group on 
state income which includes several Directors of SSBs 
evolved standard methodologies whose adoption by SSBs 
has helped in achieving comparability m the estimates 
prepared by individual states.Hcrwever, the present expanded 
work on the subject, as recommended by the Committee in 
its two reports, would call for much more important role to 
be played by CSO and SSBs mainly because of the work in- 
volved. The methodologies suggested, though broadly confor- 
ming to the standard methodologies adopted earlier, provide 
enough flexibility for the states to use better available data. 
This will call for examination of the methodologies from the 
point of view of uniformity of concepts as well as representa- 
tiveness of the data used at the state level. Moreover, the 
preparation of regional accounts is an entirely new ex- 
perience for the states. Estimation of the aggregates like 
capital formation, consumption expenditure and household 
income is likely to present both conceptual and methodologi- 
cal problems and some SSBs may require guidance from the 
CSO, at least in the initial stages. The preparation of SRA 
and the supporting tables will also necessitate collection of 
fresh data through sample surveys and type studies at the lo- 
cal level and unless these arc enthusiastically pursued by 
SSBs and co-ordinated by the CSO by providing guidelines at 
the technical level as well as ensuring their simultaneous im- 
plementation it is unlikely that comparable estimates for all 
the states will become available soon. 

It would be dear from the report that for a large number 
of items of the accounts and tables the sources of data lie 
beyond the ambit of the SSBs. Apart from this some of the 
estimates to be entered in these accounts arc to be based on 
national calculations and certain uniformity in these calcula- 
tions is necessary so that their allocation to all states add up 
to what in aggregate was allocated initially. This points, 
therefore, to the necessity of a central agency securing the 
necessary data, making the calculation of allocation and com- 
municating them to the states. The CSO would thus have to 
take up this additional role if the SRA is to be put into prac- 
tice. Without its active participation in this endeavour the 
states would not be able to prepare the accounts. 
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APPOINTMENT 

The collection and disposal of refuse and other wastes is 
one of the pressing problems of city life which has assumed 
great importance. With the growing urbanisation as a result 
of planned economic growth and industrialisation, it is be- 
coming acute and calls for immediate and concerted action. 
The proper disposal of urban wastes has not only the dimen- 
sion of preservation and improvement of public health to it 
but has great utility and value for agriculture purposes as 
well. The Ministry of Agriculture had estimated that the city 
communities which form one-fifth of the population of the 
country were generating over 12 milliori tonnes of waste 
every year in the forms of katchra, night-soil and slaughter 
house wastes which if properly treated could help in agricul- 
tural production immensely. 

While in advanced countries the entire process of collec- 
tion, transportation and disposal of urban wastes has been 
mechanised, in our country we are still far behind even in 
mechanisation of collection and transportation of city refuse, 
With rapid increase in population in cities, the city environs 
have been deteriorating progressively endangering the health 
of the citizens. Further deterioration will not only aggravate 
the situation but is likely to create other problems. It was, 
however, necessary to study the problem in its entirety and 
devise appropriate methods before a concerted programme 
could be launched. 

Considering the urgency of the problem, the Ministry of 
Health and Family Planning (Department of Health) who 
were then concerned and dealing with the matters relating to 
city administration and public health and environmental en- 
gineering set up a broad based Committee of experts, to look 
into the problems in depth and make recommendations for 
effective and economical ways and means to tackle the 
problem under the Government of India, Ministry of Health 
and Family Planning (Department of Health) vide their 
Resolution No. Q-13016/9/71-PHE dated May, 6, 1972. 

TERMS OF REFERENCE 

1. To study the problem of disposal of city refuse and 
night-soil and present methods of disposal thereof in this 
country, keeping in view the extent of environmental pollu- 
tion caused by existing methods and the practice and usage in 


other countries. Also to study the present and future plan- 
ning for the utilisation and disposal of such waste. 

2. To determine the extent to which the urban waste can 
be used in the form of organic manure as a supplement to 
chemical fertilizers and the precautions to be taken to 
prevent any adverse effect on health in its use . 

3. To study the methods for mechanical composting the 
cost of establisment of plants and transportation and suggest 
most suitable methods for conditions obtaining • in this 
country. 

4. To estimate the order of investment required and the 
economic viability of such programmes, keeping in view the 
need for agricultural purposes and other social benefits. 

5. To find out an idea of the estimated cost of compost at 
delivery point vis-a-vis the cost of chemical fertilizers and the 
capacity of the agriculturists to meet this cost and subsidies, 
if any, recommended to popularise this compost. . 

6. To suggest modifications, if any, required in public 
health policies and other State or Central enactments to 
enable maximum composting of this resource. 

7. To recommend a plan of action to implement the 
policies and proposals made by the Committee. 

CONTENTS 

List of Tables; Summary of Conclusions and Recommen- 
dations; Part.I Report:- Introduction; Present Status; Collec- 
tion and Transportation of Urban Wastes - Problems; System 
of City Garbage Disposal; Composting, Municipal Sewage 
Utilisation for Irrigation; Legislation. Part-II Appendices 
from I to VII; Annexures from I to XVII. 

RECOMMENDATIONS 

Introduction 

The Government should take adequate steps to ensure 
proper implementation and follow up the recommendations 
made by the Committee. 

Present Status 

While some of local authorities were not contributing 
adequate finances to the basic service of wastes disposal, 
some other were spending high proportion of their income 
leaving very little for other services. This reduces the status 
of the local authorities to more or less limited sanitation 
authorities in place of their being fullfledged municipal 
authorities performing wide range of services. 

Less than 25% of the available potential for preparing 
agricultural manure is being exploited at present. 

In monetary terms, the value of the manure prepared 
from the city refuse should be tremendous and if tapped it 
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can prove to be a stable source of income to tbe local 
authorities. 

The refuse bins may be made of special design and af- 
fixed at such places where the holder could conveniently 
deposit the refuse into them and also guard against their 
theft 

There is a strong case for dealing with the whole ques- 
tion of storage, collection, transportation, disposal, etc. of 
refuse at the national level and in an integrated manner 
keeping in view the following basic objectives: 

(a) Cleanliness of the cities and environmental pollution 
control through a well designed and equipped system of col- 
lection, removal and disposal of city garbage; 

(b) eradication of degrading practice of manual handling 
of night soil and other urban refuse by provision of suitable 
handling equipment to the sanitary staff; and 

(c) making available enriched compost for agricultural 
production. 

The services of public cleansing mechanised transporta- 
tion and proper disposal of the urban wastes should be put 
undtT unified control of a qualified public health engineer 
supported by qualified junior staff in different disciplines. To 
begin with, all local authorities in cities with population over 
on lakh could implement this suggestion. 

Collection and Transportation of Urban Wastes 

In our climatic conditions lesser than daily frquency for 
collection of refuse will not be suitable. 

The designs of standardised receptacle developed by 
NEERI etc. should be well publicised amongst the local 
bodies for adoption. 

Hie local bodies may supply the bins to house-holders 
whose annual income is less than Rs. 6000/- at subsidised 
cost for which they may be reimbursed in full by the State 
and Central Governments. 

The local bodies may enact byelaws laying down stan- 
dards for size and shape of bins and to enforce their installa- 
tion by the house-holders on the lines of powers available to 
the Bombay Municipal Corporation. 

Effective steps should be taken to do away with the 
practice of manual handling of night soil and its carriage as 
head loads by sweepers as soon as possible. 

Certain types of wheel barrows recommended in the 
Report of the Transportation and Workshop Group 
(Appendix IX) and also the models developed by NEERl 
and CPHEEO should be publicised for wider and effective 
use. The Government should provide assistance to the local 
bodies upto 50% of the cost of wheel barrows needed. 

The sweepers be educated and oriented to increasing use 
of wheel barrows. 

The Government may provide assistance to the extent of 
50% of cost of wheel barrows needed in Class I cities. 

Wc would stress the necessity of properly constructed 
collection sites and their proper location on the basis of 8 
scientific survey. 

Government should work out a scheme for subsidising or 
substantially assisting the construction of collection sites. 

An efficient night soil service on the mode! of Singapore 
may be introduced in certain selected areas of the cities on 3 
pilot basis during the Fifth plan to be extended to cover all 
non-sewered areas of the cities, towns during the Sixth plan, 


till the objective of conversion of dry latrines into sanitary 
ones is achieved. 

Local authorities should pay special attention to the 
areas like markets where bulk refuse is generated. By levying 
a special charge for collection, as is done in a number of 
countries, they should be able to improve the system of col- 
lection as well as removal. 

Where the scale of commercial operations, narrowness of 
roads etc., are severe constraints for an efficient removal 
service, the municipal authorities should consider transfer- 
ring such markets to alternative sites Other cities will do well 
to emulate the example of Delhi in this regard. 

We commend the recommendations made in the Report 
of the Transport and Working Group (Appendix IX) on dif- 
ferent aspects for adoption by concerned authorities. 

Since switch over to mechanised transport will take time, 
the transportation of refuse by other means should be made 
hygienic and less tedious for the workers by providing neces- 
sary facilities and precautions. 

(a) A phased programme be prepared, depending on lo- 
cal condrttons, fct change over to mechanised transport. 

(b) The selection of vehicles be made keeping m view all 
relevant factors. 

(c) In metropolitan and other large cities, the transporta- 
tion service be developed on operational research methods. 

The entire operation of transport should be carefully sys- 
tematised and timed so as to achieve the aim of keeping the 
city clean and tidy causing least annoyance, inconvenience 
and nuisance to the citizen and avoiding friction to and 
obstruction of normal traffic. 

System of City Garbage Disposal 

To convert dumping into sanitary land fill does not in- 
volve high cost and looking to the health and environmental 
aspects, wc would urge that the local bodies be prevailed 
upon to adopt sanitary methods of dumping. 

In view of the fact that dumping of wastes in water con- 
stitutes a definite health hazard, it should be prohibited by 
law. 

Local authorities have to be persuaded to employ the 
methods of composting and sanitary land - fill in accordance 
with the local needs keeping in view the objective of re- 
cycling of the wastes for maintaining soil fertility. 

Incineration of wastes should be prohibited generally, 
wherever it is being practised, excepting in hospitals 

In the interest of sanitation and public health, the local 
authorities should invariably ensure carnage of refuse in 
covered vehicles particularly the slow moving ones. 

Steps shoud be taken to make the local bodies to comply 
fully with the instructions on the supply of protective equip- 
ment to sanitation workers. 

Steps should be taken by the local authorities to ensure 
necessary precautionary measures at the disposal sites. 

The State Governments should reiterate the instructions 
and orders to the local authorities about disposal of night soil 
by sanitaiy methods 

This aspect should also be studied in depth by the Direc- 
tor of Local Bodies during periodical inspections as is done 
in case of general administration and audit and accounts. 

Effort to educate people about sanitation problems and 
advantages of cleanliness should be stepped up through mass 
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A self-contained scheme of utilisation of sewage on land 
may be considered for inclusion in the National Water 
Supply and Sanitation Programme, 

The selection of sites and soils for sewage fanning be 
made through close relation between the State Public Health 
Engineering and Agriculture Departments. 

In the town planning schemes, specific areas should be 
earmarked for setting up of sewage farms by the local bodies. 

The Ministry of Health may lay down standards regard- 
ing sewage farming practices in consultation with the Minis- 
try of Agriculture to make the process hygienic and free 
from health hazard. 

The guidelines prepared by the CPHEEO on use of 
sewage for irrigation purpose may be adopted by the field 
authorities. 

The municipal authorities may supply sewage to the 
farmers at their fields on usual payment. 

Sewage should be adequately diluted to make it less haz- 
ardous and also for covering larger areas for irrigation 
through it. 

A special survey should be undertaken jointly by the 
State Public Health Engineering and Agriculture Depart- 
ments to study the scope for full utilisation of sewage and to 
formulate suitable schemes. 

The State Governments should make adequate provision 
In their plans for providing long term loans to the local 
bodies to undertake sewage utilisation schemes. 

Sludge, wherever should, available should be digested to 
get combustible gas. Raw sludge should be made use of for 
compost making where it is established that its mixing with 
compost will improve. 

Legislation 

Since the existing municipal legislation is found to suffer 


from the following inadequacies in so far as disposal of urban 
wastes is concerned, the need for comprehensive and 
coherent laws is not only self-evident but is fully justified - 

(a) These Acts arc not uniform and differ in emphasis 
and detail from State to State. 

(b) The provisions therein are so scattered that their im- 
portance is diluted. 

(c) Enforcement on the part of the local authorities is 
not adequate. 

(d) It does not deal with the subject in its proper 
perspective, treating it as a minor branch of public health to 
be regulated by rules and regulations or administrative or- 
ders. 

(e) This function needs to be dealt with as a distinct 
function under coherent legislation. 

(f) The definition, classification and methods of disposal 
of wastes are not enumerated in them. 

(g) These laws are only ’enabling’ in nature; they do not 
demand certain specified minimum standards from different 
partners of the game. 

(h) They are somewhat narrow and restricted. 

(i) They deal with the problem from the angle of preven- 
tion of nuisance, without taking into account vital aspects of 
scientific and hygienic disposal including recycling. 

(j) The laws do not provide for overall control and coor- 
dination of whole range of operations. 

It is recommended that the Central Government may 
discuss with the State Governments the possibility of enact- 
ing a central law and after securing their consent proceed to 
do the needful. In case this course of action is not found 
feasible, the Central Government should take steps to get a 
model law prepared for the guidance of the State Govern- 
ments. 

A brood frame-work and main attributes of the proposed 
comprehensive Jaw are indicated. 
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APPOINTMENT 


There have been widespread complaints about a variety 
0 malpractices and harassment to travelling public and in- 
convenience in obtaining reserved accommodation on the 
irways for a long time. Concern on the prevalence of un- 
p. Practices had been voiced quite frequently, both in 
“lament and Press, Because of the growing criticism and a 
?. m E '* iat *h e problem had "gone beyond the ability" of the 
^ys, the then Railway Minister, Shri. K. Haitumnnthaiya, 


while replying to the Debate on Appropriation (Railways) 
Bill 1972, announced his decision on May 25 , 1972 to appoint 
a "Committee on Reservations and Bookings" of Members 
drawn from both the Houses of Parliament to examine the 
problem and make recommendations for removing lacunae in 
the rules and procedures and suggest measures to put a stop 
to the irregularities. Accordingly the Government of India 
constituted a Committee known ns the "Committee on 
Reservation and Booking - 1972" vide Resolution No ERB- 
1/72/21/60 dated January 23, 1973. 

TERMS OF REFERENCE 

(I) to examine the rules and procedures in vogue on Rail- 
ways In respect of sale of tickets and reservation of 
seats/berths and suggest proposals 
(a) to minimise inconvcnicnte to passengers in the 
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matter of obtaining tickets and reservations; 

(b) to remove the lacunae in the procedures which 
permit commission of irregularities; 

(ii) to identify the nature of malpractices and irregularities 
committed by outsiders including unrecognised Travel 
Agencies in securing unauthorised reservations and to 
suggest measures to stop the same; and 

(iii) to study the adequacy of the existing provisions of law to 
deal effectively with the offenders and to make recom- 
mendations in this regard. 

CONTENTS 

Introduction; Time limit for advance Reservation; Working 
Hours of the Reservation Offices; Waiting Lists; Summary of 
Observations and Recommendations; Appendices A to Q; 
Tables I to X; Charts I to III. 

RECOMMENDATIONS 

Introduction 

The First Report deals with three aspects of reservation 
system: 

(i) Time limit for advance reservation; 

(ii) Working hours of reservation offices; and 

(iv) Waiting lists. 

Time Limit for Advance Reservation 

It is observed that there is an imbalance between 
demand of the passengers and the capacity available leading 
to excessive over-crowding on important trains. 

Passengers seek reservations because by paying a small 
additional amount, one can avoid inconvenience of over- 
crowding. 

When the three facts of (i) higher rate of long distance 
traffic, (ii) restricting of coach utilisation through reserved 
accommodation and (iii) difficulty in augmenting capacity are 
seen together, the rationality for excessive demand for 
reserved scats or. berths than the present capacity and the 
unavoidable premium on reserved seats or berths become 
only too obvious. 

On most of the important trains, the entire accommoda- 
tion open for reservation gets filled within hours of opening 
of the reservation offices. 

When the maximum time limit for advance reservation is 
fixed, as at present, those who are not successful in obtaining 
reservation on the opening day, have to come till they are 
able to book their scats or berths. This is most pronounced 
at important stations for long distance trains. 

One of the main reasons for people sleeping overnight 
and touts occupying que positions, is the rush for reserva- 
tions at the time of opening of the windows which is in- 
evitable if the lime limit is short. 

Due to shorter duration of 10 days of advance period for 
third class as compared to 20 days for first class, there is a 
greater scope for malpractices in third class and AC chair-car 
reservations. Anti-social elements corner reserved accom- 
modation because of the obvious advantage of making quick 
money within a few days. 

A number of suggestions from the public were received 


by the Committee for removal of malpractices. An analysis of 
these suggestions as well as preliminary discussions with the 
officials revealed that one of the important reasons for the 
malpractices is the short period allowed for advance reserva- 
tion. 

There were a few objections to extending the period of 
advance reservation which were: 

i an average passenger cannot plan his journey in advn 

ii it would help unrecognised Travel Agents; 

iii seats would get blocked much in advance of the date of 

journey, making emergency travel difficult; 

iv poorer classes cannot block money in advance; and ‘ 

v workload of staff and cancellations would increase. 

In view of the mixed reaction to the proposal for extend- 
ing the time limit for advance reservations, the Committee 
decided that the Railways should undertake experiments in 
extending the time limit for advance reservation both during 
lean anil rush periods. Accordingly, an experiment for keep- 
ing the reservation open for 30 days in advance for all classes 
was conducted from November 15 to December 14 , 19 72 and 
from Aril 15 to May 14, 1973. From May 15 to July 15, 1973 
the period was made unlimited . 

Analysis of the data of the experiments revealed that an 
average passenger, especially that of the third class, plans his 
journey much better. For example, more than 1,000 pas- 
sengers booked 40 days in advance ex-Delhi to Madras. 

The pattern of advance booking shows that longer the 
train journey, the earlier is the demand for reservation.. 

When the period for advance reservation was more, the 
scope for malpractice by unrecognised Travel Agents was 
much less as they were not able to block money over a long 
period. 

Report from Calcutta alleging blocking of reserved ac- 
commodation in fictious names on important trains during 
Puja holidays and non-availability of same were not quite 
correct. Accommodation on most of the trains was available 
even at the end of the two months experimental period. 

. The bulk of the reservations were only between 11 to 25 
days in advance of the scheduled journey and it was found 
sufficient to have registers for 30 days with some extra pages. 
Extension of the period of advance reservation would not in- 
crease the workload. 

Number of cancellations did not increase significantly 
during the extended period of advance reservation as com- 
pared to normal periods. 

There was fear that emergency travellers may suffer if 
the period is extended. However, the situation regarding 
emergency travel would not get aggravated even with the ex- 
tension. 

During the period of the experiment, excessive rush and 
scramble for queue positions on the day of opening 
decreased. The queues were substantially shortened in the 
morning as the reservations were spread throughout the day. 

Discreet enquiries by CBI, at metropolitan cities, 
revealed that business of unrecognised Travel Agents had 
considerably gone down during the extended period of ad- 
vance reservations. 

Railway employees and representatives of their unions 
supported the idea of the extension of time limit for advance 
reservations. 

The Committee considered three alternatives: 
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(i) a time limit for advance reservation for three months, 

(11) a time limit for a year; and 
(iii) unlimited time. 

After weighing pros and cons of the various alternatives, 
the Committee recommends the time limit of one year for 
advance reservations uniformly for all classes of accommoda- 
tion. 

Working Hours of the Reservation Offices 

The primary consideration in determining the working 
hours of reservation offices should be the convenience of 
passengers keeping in view the additional cost of operation 
The Committee has tried to take a balanced view between 
the financial cost and the non-quantifiable faciois like the 
benefits and convenience to the passengers 

The working hours of reservation offices vary from rail- 
way to railway, class to class and city to city as also from one 
reservation office to another within a city. 

Though the workload in the reservation offices for the 
lower classes is much higher, the staff strength and the 
Facilities to the lower class passengers arc far poorer than 
those of the upper classes. 

Absence of protest and higher degree of tolerance on the 
part of poorer section should not result in lack of attention 
and action on the part of the Railways. 

During the experimental period, it was observed that a 
fatrly large number of passengers booked scats during the ex- 
tended hours. The queue length and the average waiting time 
also got reduced substantially. 

Inconvenient and limited hours of working of reservation 
offices have, to some extent, also helped unrecognised Travel 
Agents to flourish. 

The Committee notes that the' workload differs from 
counter to counter and there is a need for rationalisation to 
reduce long queues. 

The Committee, therefore, recommends that the Rail- 
ways should have uniform working hours for all classes of 
reservations, and the reservation offices at all major stations 
should function on two shift basis for 16 hours a day. 

Waiting Lists 

The Committee observes that maintenance of waiting 
lists provides an indicator to the Railways to initiate advance 


action for augmenting train capacities for the likely excessive 
demands on particular days. Further, the waiting lists 
operationalise the concept of ’first come first served’ for al- 
location of scats and berths on the spot in case these fall 
vacant due to any reason. 

At present, waiting lists for third class passengers are 
kept to the extent of 10 percent of the accommodation, 
whereas there is no limit for waiting lists for upper classes. 

The present limit on maintaining waiting lists for lower 
classes of travel has created an inbuilt mechanism which gives 
no scope for attaching extra coaches for third class, while it 
leaves scope for augmenting of capacily for upper classes. 

The Committee has observed that in practice a fairly 
large number of berths and seats became available for allot- 
ment due to last minute cancellations and non-utilisation of 
quotas. It is not uncommon to find that the waiting list is 
smaller than the number of seats which fall vacant for allot- 
ment. 

In spite of the rules that the Railways should decide to 
allach additional coaches atlcast three days in advance., in 
practice the decision is normally taken on the day of the jour- 
ney. This creates situation where passengers "find lot of 
vacant space on the trains, though it was denied to them at 
reservation offices. This space comes handy for allotment at 
the discretion of the railway staff or through porters and un- 
recognised Travel Agents. 

The Committee finds that the number of scats and 
berths allotted by the Travelling Ticket Examiners, Conduc- 
tors or Coach Attendants is large, which is not a healtljy 
situation. 

The Committee has observed that according to the 
present rules the waiting lists lapse on the departure of the 
train, which wipes out the order of preference for allotment 
on train. 

The Committee, therefore, recommends (hat:- 
(t) limit imposed on the size of the waiting list for lower 
classes should be withdrawn; 

(ii) the waiting list should not lapse on the departure or the 
train and the wait-listed persons should be given 
preference in order of priority over others; and 
(m')Rule 627 of the Commercial Manual making it obligatory 
to' have indication boards with the legend ’Reservation' 
Booth for "Wait-lislcd Passengers’ should be strictly 
implemented on all important stations. 
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INDIAN COUNCIL OF AGRICULTURAL RESEARCH 
ENQUIRY COMMITTEE, 1972. 

Report, New Delhi, Ministry of Agriculture, 1973, 155p. 


Chairman: Shri P.B. Gajendragadkar. 

Members: Prof. D.S. Kothari; Prof. B.D. Nagchaudhuri; 

Shri H.N. Scthna; Shri B. Venkatappiah. 
Member-Secretary: Prof. M.S. Kanungo. 

Deputy-Secretary: Mr. K.K. Bhatnagar. 

APPOINTMENT OF THE COMMITTEE 

On May 5, 1972, newspapers all over the country flashed 
the tragic news that a young Agricultural Scientist, Dr. H.V. 
Shah, who was working as a Senior Agronomist and As- 
sociate Project Coordinator in the Indian Agriculture 
Research Institute, New Delhi had committed suicide by 
hanging himself at his residence the previous night. Both 
Houses of Parliament were then in session. Members of Par- 
liament naturally were deeply distressed and expressed grave 
concern at this unfortunate event; and that led to a debate in 
both Houses. During the course of this debate Members of 
Parliament regretfully referred to previous suicides com- 
mitted by Agricultural Scientists. It was recalled by some 
members that Dr. M J. Joseph, Teaching Assistant, Division 
of Entomology, IA.R.I., had committed suicide on January 5, 
1960. Reference was also made to the suicide made by Dr. 
S.S. Batra, Assistant Research Officer (Veterinary), National 
Dairy Research Institute, Bangalore, on March 28, 1970. 
Members complained that everything was not well on the 
campuses of the Agricultural Institutes and the Indian Coun- 
cil of Agricultural" Research and they demanded that a high 
power committee should be appointed to make a comprehen- 
sive inquiry into the affairs and administration of the ICAR 

The Minister of Food and Agriculture expressed his sen- 
timents on the points made by Members of all sections in 
both Houses, the Minister promised to appoint a high-power 
committee to examine the relevant question. 

In accordance with this assurance, the Union Govern- 
ment issued a Notification that a high level Committee under 
the Chairmanship of Dr. P.B. Gajendragadkar, retired Chief 
Justice of India, has been set up by the Government of India 
consisting of distinguished leaders of science and education 
as members to Inquire into the recruitment policies of the 
Indian Council of Agricultural Research vide its Resolution 
No. 24-1/72-Genl. Coord, dated the 27th June, 1972, for a 
period of sue months. 

TERMS OF REFERENCE 

The terms Of reference prescribed for the inquiry by the 
Committee arc as follows: 

(1) To examine the statements and incidents mentioned 


by Dr. Shah in the letter of May 5, 1972, addressed by him to 
the Director-General, Indian Council of Agricultural 
Research, New Delhi, before Dr. Shah committed suicide. 

(2) To review the recruitment and personel policies of 
the Indian Council of Agricultural Research, Institutes and 
Centres working under it, and to suggest measures for their 
improvement. 

(3) To consider any other relevant matters which, in the 
opinion of the Committee, would help it to make effective 
recommendations. 

It would be noticed that, in this notification, the names 
of persons composing the enquiry Committee had not been 
mentioned; that was done by the notification issued on the 
10th of July, 1972, which announced the composition of the 
Committee. 

CONTENTS 

Introduction; Scope of the present enquiry - our approach; 
Structure and status of ICAR - before and after 1966; 
Present system of appointments in retrospect; Structure of 
Allied Organisations - brief summary, Written and Oral 
evidence; Findings of the statements and allegations made by 
Dr. late V.H. Shah in his letter dated 5-5-1972; Status and 
structure of the Agricultural Organisation at the Ccntrc-our 
recommendations; Agricultural education; Personnel policies 
for the Department of Agricultural Research and Education; 
Working conditions of Scientists; The problem of the 
Research side staff (Ministerial staff) of the ICAR Main 
recommendations and findings. Appendices - copy of letter 
of late Dr. V.H. Shah handed over by police on 5-5-72; ques- 
tionnaire; Circular issued by Ministry of Agriculture; List of 
Members of Parliament who appeared before the ICAR in- 
quiry commitlee; Answers to questionnaire; Terms of 
Reference of Panel of Advisers; Visit of the Committee to 
different Institutes; Some cases of irregularities; Report of 
the Panel of Advisers. 

MAIN RECOMMENDATIONS AND FINDINGS 

In view of the importance of agriculture and the respon- 
sibility of the Government to help in the production of 
proper and adequate food by the people of the country, wc 
recommend that the Government should assume direct 
responsibility for agricultural research and education. It is 
accordingly recommended thy the ICAR should be made a 
Department of the Central Government under the Ministry 
of Food and Agriculture. It may be named 'Department of 
Agricultural Research and Education (DARE)'. Adequate 
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steps should be taken to safeguard the status and seniority of 
the employees of the ICAR- 

We do not approve the idea of establishing an Agricul- 
tural Research Commission. 

There should be an Advisory Council for Agricultural 
Research and Education of which the Minister of Food and 
Agriculture would be the President. The Council should 
have representatives from the Centre and States and the 
term of non-official members should be five years. 

It would discuss matters of policy pertaining to agricul- 
tural research and education, review the progress and 
problems of agricultural research and education in the 
country and make recommendations to the Centre and the 
States. It should have two Vice-Presidents - the Secretary of 
DARE and other an eminent scientist who should not be an 
employee of DARE (hereafter described as Vice-President I 
and Vice President II). It should have a scientist as its 
secretary. 

The DARE should have two Executive Committees (a) 
Executive Committee for Agricultural Research (ECAR) and 

(b) Executive Committee for Agricultural Education 
(ECAE). The tenure of the members of these two Com- 
mittees, except ex-officlo members, (should be five years. 

There should also be a Co-ordination Committee for the 
Ministry of Food and Agriculture whose function would be to 
coordinate the work of the various departments under the 
Ministry of Food & Agriculture. 

The Secretary of DARE (Vice-President I) should be the 
Chairman of the ECAR. Its total membership should be 15 
which would include the Chairman of ECAE, some represen- 
tatives from DARE and its institutes, and State Govern- 
ments. It should also include some agricultural experts and 
some Vice-Chancellors of Agricultural Universities. It would 
be concerned with matters such as determination of priorities 
for research, selection and allotment of funds for project- 
oriented and time bound applied research to the Institute of 
DARE, Agricultural Universities and Administration of Ail 
India Co-ordinated Projects. The Committee should have a 
scientist as its full-time Secretary. 

The Vice-President U of the Council should be the 
Chairman of the Executive Committee for Agricultural 
Education. Its total membership would be 15 and it would 
include the Chairman of ECAR, some Vice Chancellors of 
Agricultural Universities and some representatives of 
DARE. The Chairman would be directly responsible to the 
Minister. 

The functions of ECAE should indude allotment of 
funds for teaching and research to Agricultural Universities 
and the IARI, IVRI and NDRI. The funds should be allo- 
cated to Universities and to the institutes on assessment of 
their needs, potential and capabilities, review of curricula for 
teaching at various stages and maintenance of standard of 
agricultural education, etc. It should have a secretariat 
headed by an Agricultural Sdentist and should include 
specialists for various relevant aspects of agriculture. The 
Committee will allocate to the 1AR1, NDRI and IVRI main- 
tenance grants on the existing basis for their teaching re- 
quirements. 

The Institute of DARE should have autonomy in finan- 
cial and administrative matters. Each Institute should have 
an Executive Council and the Director of the Institute should 
administer its affairs in consultation with this Council. Once 


allocation of funds is made, the Institute should have full 
authority for its expenditure subject to salutary rules. Finan- 
cial and administrative powers should be delegated to Heads 
of Divisions, Project Leaders and the research scientists to 
ensure speedy implementation of research work. 

The system of joint consultative machinery operating in 
the Central Government Departments should be imple- 
mented in DARE 

In each institute there should be a 'Grievance cell". It 
should have three to five members nominated by the Execu- 
tive Council and would select its own Chairman and devise its 
procedure in accordance with the principles of natural justice. 

In regard to three large Institutes IARI, IVRI and 
NDRI, the same procedure may be followed in each Divi- 
sion. 

The staff under DARE and its institutes should be clas- 
sified into four categories, viz., 

(a) Scientists 

(b) Technical 

(c) Supporting 

(d) Administrative. 

Tire number of grades should be reduced. There should 
be only three categories of scientists and three corresponding 
scales of pay. We have deliberately tried to reduce the num- 
ber of grades but in prescribing the salaries for these grades, 
we have taken the precaution of not exceeding the maximum 
of the existing grades whose merger we are recommending; 

(i) Junior Sdentist Rs. 400-40-600EB-50-950 

(li) Senior Scientist Rs. 700-50-1050EB-75-1400 

(iii)Prindpal Sdentist Rs. 1100-60-1400EB-100-2000 

(hr) Higher pay for eminent Sdentlsts. 

The selection for these four categories of sdentist* 
should be made through UPSC We recommend that the 
UFSC should have a Sdcncc Wing for this purpose. The 
Wing should have three Sdentist members, one of whom 
should have the status of Vice-Chairman of UPSC There 
should be at least two in the field in each selection com- 
mittee. Once a year the UPSC should receive suggestions of 
names for the Panel of Experts for each disdpllnc from 
DARE and the Divisions of Institutes. 

This arrangement of recruitment through UPSC would 
be implemented for five years after which the matter may be 
reviewed. 

The recruitment of junior sdentlsts should be made an- 
nually as outlined in Chapter - X. 25 per cent of posts in this 
grade should be reserved for selection from the research as- 
sistants by the UPSC Ail posts above Junior Scientists, 
should be filled by open recruitment. 

Phere should be an effidency bar in each of the three 
grades of Sdentisls after first five years of their service. 

In exceptional cases there should be provision for ap- 
pointing outstanding scientists on a tenure basis by giving 
them higher pay beyond the grade of Prinripal Sdentists. 

The existing grades of Research Assistants and Senior 
Research Assistants should be merged and be renamed 
Research Assistant, which should have a pay scale of Rs. 
210-575. 

The Research Assistants should be selected by the 
respective Institutes through selection committee to be con- 
stituted for each post or category of posts. The Committee 
should be presided over by an outside expert. 

The rircruitment to the posts of Director of Institutes, 


IN INDIA, 1972 


153 



A-D.Gs and D.D.Gs and similar posts should be made 
through UPSC by open advertisement. These appointments 
should be made for a term of five years. The existing per- 
manent incumbents of these posts should be given the option 
of returning to research positions in the Institutes. Their 
present salaries would be protected in such cases.. On the 
expiry of the term, a person may be given another term, not 
exceeding three years, if he is selected by the UPSC Their 
scales of pay should be the same as that of Principal Scien- 
tists. However, they may be given fringe benefits like free 
accommodation, car allowance etc, or alternatively a lump 
sum allowance. 

Ad hoc appointments should be stopped as far as pos- 
sible. If a post of a Head of Division or Director or any 
other important post suddenly falls vacant due to resignation 
or death, the seniormost person in the Division or Institute 
should ordinarily be made incharge or, if necessary, an ad 
hoc appointment be made with consent of the UPSC. The 
UPSC should convey its approval within one month to this 
proposal, failing which, the competent authority may make 
the ad hoc appointment for a period not exceeding sue 
months. 

The post of Head of the Division should be held by Prin- 
cipal Scientists of the. Division for a period of three years 
each and it would normally go by rotation amongst the Prin- 
cipal Scientists on the basis of seniority, except in cases 
where the Director and the Divisional Committee decide 
otherwise for reasons to be stated. No allowance should be 
given to the incumbent for holding this post for the period. 

The Head of the Division shall administer the Division 
in consultation with a Divisional Committee. The Divisional 
Committee should consist of not more than 12 members. 
The actual size of the Committee would be decided by the 
Director. All Principal Scientists of the Division should be 
on the Committee and the remaining number will be divided 
half and half among the junior and senior scientists. The 
function of the Committee would be as described in Chapter 
- X. The members of the Committee representing Junior and 
Senior Scientists should hold office for a period of two years 
by rotation on the basis of seniority. 

The present system of maintenance of confidential 
reports of Scientists should be replaced by the following pro- 
cedure. Each scientist should mention the work done by him 
in the preceding year in a proforma and forward it to the 
Head of the Division. The Head of the Division should for- 
ward the proforma. along with his comments to the Director 
of the Institute. The Director should place the proforma 
along with his comments before a small internal sub- 
committee for the special discipline to be nominated by him 
in consultation with the Executive Council. 

Scientists who have made a distinct contribution in carry- 
ing out the research work should be the authors of research 
papers/ reports. Research work' carried out in Division 
should be first presented in Seminar of the Division before 
publication. 

Research findings intended to be publicised through 
press or radio should first be placed before a Divisional 
Committee with relevant data. If this Committee feels that 
the' matter deserves the publicity, it should pass it on to the 
Director with its comments. The. Director should then assess 
the merits of the data before publicising the said research 
data. 


, Working conditions for the scientists in the campuses 
should be improved. The following steps should be taken in 
this regard. Sufficient number of quarters for Junior Scien- 
tists and other workers should be built. -Liberalisation of 
financial rules should be, made to enable Individual scientists 
to make purchases of equipmerit,chemicals, etc. from their 
grants; freedom to the scientists should be given to use the 
equipment and resources of the Division and the Institute. 

Principal, Senior and Junior Scientists should not have 
more than 6, 4, 2 research students respectively at a time in- 
cluding MlSc. and Ph.D. students. The research students 
should have the option of selecting their supervisors. ’ 

The Panel of Advisers has suggested the following im- 
provement in , the method being followed by the Ministry of 
Agriculture for release of new varieties of seeds. 

lin the proforma for describing the quality of seeds, 
both the favourable and unfavourable aspects of. the seeds 
should be mentioned. 

2.Record of experiments carried out under various 
projects should be kept properly and scrutinised by super- 
visors and experimental data should be assessed by com- 
petent statisticians. - 

We endorse these, recommendations made by the Panel. 

Findings on allegations made by Dr. Shah In his letter 

The Committee has considered- the report of Panel of 
Advisers and records its findings as follows; , • 

1. Large-sized seed potato has been used to show high yields 

This allegation of Dr. Shah was aboutthe experiments 
conducted in the IARI. The Panel of Advisers has observed 
as follows about the records maintained in the IARI regard- 
ing these experiments; - > 

"We are able to obtain from the Director IARI the Field 
Note Books on these experiments. We regret to say that the 
field records in these books are extremely unsystematic and 
that the books are more in the nature of scribing pads. The 
physical conditions in which they are preserved are also not 
good. The yields recorded in these books broadly tally with 
those published in the above mentioned publication; but the 
difference, though negligible, is nowhere explained. Regard- 
ing the size and quantity of seed used, we could locate. only 
one entry in the note book for the year 1969-70. It includes 
that 15 quintals/hcctare seed of Kufri Alankar was planted. 
The experiments were conducted presumably on 1/46 hectare 
plots. The note book docs not record the actual quantity of 
seed used in specific experiments. We consider this quite un- 
satisfactory manner of recording of experimental data." 

The Panel, however, has -further gone into the matter 
and collected data on similar experiments conducted in dif- 
ferent states. They have concluded on the basis of those 
records that the range in the size of the seed used in the 
IARI experiments was not particularly large. The Panel has 
also observed that the yields obtained in the IARI experi- 
ments do not appear to be exceptionally high. They have ac- 
cordingly concluded as follows: "Therefore, on the strength 
of the evidence before us, 'we do not think that Dr. Shah’s al- 
legation that ’in relay cropping, a very large sized potato seed 
was used to^show yields’ can be sustained". 
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(H) Balsa khl moongdal not proved successful In National 
Demonstration 

• The Panel has found that Dr. Shah’s allegation about the 
exaggerated claims made in respect of the yield of Baisakhi 
moong has some substance. We agree with the observations 
made by the Panel. 

(Hi) Slow release Nfert, or nitrification inhibitors did not 
find experimental validity 

The Panel has observed Dr. Shah’s allegation that be- 
cause the work did not find experimental validity anywhere 
else in the' country, ’ cannot therefore be sustained. 
Moreover, it seems that the work is still in the exploratory 
stages. 

We agree with the observations made by the Panel. 
Findings on additional items referred to the Panel Advisers 

(I) A new strain of maize having its protein and lysine 
content doubled 

, The Panel has observed as follows regarding the allega- 
tions made about the quality of a new strain of maize: 

i 'It is obvious, therefore, that there has been a certain 
confusion in public mind regarding the claims of the high 
lysine maize because of a failure to see the difference be- 
tween protein content and lysine content. In this scientists of 
ICAR are not entirely free of blame. The subject also ap- 
pears to be somewhat over-advertised.* 

We agree with the observations made by the Panel. 


The Panel has found that the claims that Sharbati Sonara 
has high lysine content is not sustained. 

We agree with the observation made by the Panel. 

The Panel has found that the allegation made about the 
exaggerated claims of the high yield of Bajra and the quality 
of Rice is not correct 

We agree with the observations of the Panel. 

Findings on other statements made by Dr. Shah 

In regard to the other allegations made by Dr. Shah in 
his letter, expressing his dissatisfaction and resentment 
against the atmosphere prevailing in the campus and several 
university events taking place thereon, the Committee has 
come to the conclusion that the general nature of the com- 
plaints made by Dr. Shah is justified. However, in regard to 
-several specific statements, such as in paragraphs 3(a), (b) 
and (c) no evidence has been produced before the Com- 
mittee. 

In regard to the appointment of Dr, Rajendra Prasad as 
Professor of Agronomy, the Committee has come to the con- 
clusion that the appointment of Dr. Rajendra Prasad as 
Professor of Agronomy is justified. 

In the light of all the relevant facts to which the Com- 
mittee has given anxious considerations, the Committee has 
come to the conclusion that there are several aspects pertain- 
ing to the appointment of Dr. De as Head of the Division of 
Agronomy which must be regarded as unsatisfactory and, 
therefore, casting doubts on the propriety of this appoint- 
ment.- The Committee, therefore, concludes that the ap- 
pointment of Dr. De as Head of Division of Agronomy was 
not properly made. 


FINANCE COMMISSION, 1972. 

Report, Delhi, The Controller of Publications, 1973. 349p + ivp. 


Chairman: Shri K. Brahmananda Reddi - - 
Memb«rs:Shri Justice Syed Sadat Abdul Masud; Dr. B.S. 

Minhas (Part-time); Dr. LS. Gulati. 

Secretary: Shri G. Ramachandran. 

APPOINTMENT 

In pursuance of the provisions of article 280 of the Con- 
stitution of India , and of the Finance Commission 
(Miscellaneous Provisions) Act, 1951 (33 of 1951), the Presi- 
dent of India constituted the Commission vide his Order 
dated 28th June, 1972. 

TERMS OF REFERENCE 

The Commission shall make recommendations as to the 
following matters: 

(a) the distribution between the Union and States of the 
net proceeds of taxes which are to be, or may be, divided be- 
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tween them under Chapter I of Part XII of the Constitution 
and the allocation between the States of the respective shares 
of such proceeds, 

(b) the principles which should govern the grants-in-aid 
of the revenues of the States out of the Consolidated Fund of 
India and the sums to be paid to the States which are in need 
.of assistance by way of grants-in-aid of their revenues under 
article 275 of the Constitution for purposes other than those 
specified in the provisos to clause (1) of that article having 
’ regard, among other considerations, to: 

(i) the existing practice in regard to determination and 
distribution of Central assistance for financing State Plans; 

(ii) the revenue resources of those States for the five- 

years ending with the financial year 1978-79 on the basis of 
the levels of taxation likely to be reached at the end of the 
financial year 1973-74; , . • 

(Hi) the requirements on revenue account of those Slates 
to meet the expenditure on administration taking also into 
account such provision for emoluments of Government 
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employees, teachers and local body employees as obtaining 
on a specified date as the Commission deems it proper in the 
light of the States’ capacity and needs, interest charges in 
-respect of their debt, transfer of funds to local bodies and 
aided institutions and other committed expenditure; 

(iv) adequate maintenance and upkeep of capital assets 
and maintenance of Plan schemes completed by the end of 
1973-74, the norms, if any, on the basis of which specified 
amounts are allowed for the maintenance of different 
categories of capital assets being indicated by the Commis- 
sion; 

(v) the requirements of States which are backward in 
standards of general administration for upgrading the ad- 
ministration with a view to bringing it to the levels obtaining 
in the more advanced States over a period of ten years; and 

(vi) the scope for better fiscal management and economy 
consistent with efficiency which may be effected by the States 
in their administrative, maintenance, developmental and 
other expenditure; 

(c) the changes, if any, to be made in the principles 
governing the distribution amongst the States of the grant to 
be made available to the States in lieu of tax under the 
repealed Railway Passenger Fares Tax Act, 1957; 

(d) the changes, if any, to be made in the principles 
governing the distribution amongst the States under Article 
269 of the Constitution of the net proceeds of any financial 
year of estate-duty in respect of property other than agricul- 
tural land; 

(c) the changes, if any, to be made in the principles 
governing the distribution of the net proceeds in any finan- 
cial year of the additional excise duties' leviable under the 
Additional Duties of Excise (Goods of Special Importance) 
Act, 1957, on each of the following commodities, namely; 

(i) cotton fabrics, 

(ii) woollen fabrics, 

(iii) rayon or artificial silk fabrics, 

(iv) sugar, and 

(v) tobacco including manufactured tobacco, in replacement 

of the States’ sales taxes formerly levied by the State 

Governments; 

Provided that the share accruing to each State shall not 
be less than the revenue realised from the levy of sales tax 
for the financial year 1956-57 in that State; and 

(f) the principles governing the distribution among the 
states of the grant to be made available to the States on ac- 
count of Wealth Tax on agricultural property. 

The Commission may make an assessment of the non- 
Plan capital gap of the States on a uniform and comparable 
basis for the five years ending with 1978-79. In the light of 
such an assessment, the Commission may undertake a 
general review of the States’ debt position with particular 
reference to the Central loans advanced to them and likely to 
be outstanding as at the end of 1973-74 and suggest changes 
in the existing terms of repayment having regard inter alia to 
the overall non-Plan gap of the States, their relative position 
and the purposes for which the loans have been utilised, and 
the requirements of the Centre. 

The Commission may review the policy and arrange- 
ments in regard to the financing of relief expenditure by the 
States affected by natural calamities and examine inter alia 
the feasibility of establishing a National Fund to which the 
Central and State Governments may contribute a percentage 


of their revenue receipts. 

The Commission in making its recommendations on the 
various matters aforesaid shall have regard to the resources 
of the Central Government and the demands thereon on ac- 
count of the expenditure on civil administration, defence and 
border security, debt servicing and other committed expendi- 
ture or liabilities. 

CONTENTS 

Introduction 

Union-State Financial Relations: Our approach; Income 
Tax; Union Excise Duties; Additional Duties of Excise; 
Grant in lieu of Tax on Railway Passenger Fares; Estate 
Duty, Grant on account of Wealth Tax on Agricultural 
Property, Reassessment of the forecasts of State Govern- 
ments for the period 1974-75 to 1978-79-certain general 
issues; Revision of Pay and Dearness Allowance of 
Employees of State Governments; Norms for maintenance or 
capital assets and Plan Schemes; Upgradatlon of standards of 
administration in backward States; Fiscal Management ; 
Financing of relief expenditure; Grants-in-aid; Assessment of 
non-Plan capital gap of States; Revision of terms of repay- 
ment of outstanding Central loans to the States; Summary of 
Recommendations; Appendices; Data Relating to Debt Pos- 
tition of States. 

RECOMMENDATIONS 

Income-Tax 

In respect of distribution of the net proceeds of income- 
tax in each of the financial years from 1974-75 to 1978-79: 

1. out of the net proceeds of taxes on income in each 
financial year, a sum equal to 1.79 per cent thereof be 
deemed to represent the proceeds of attributable to Union 
Territories; 

2. the percentage of the net proceeds of taxes on income, 
except the portion representing the proceeds attributable to 
Union ^Territories, to be assigned to the States, should be 
eighty, 

3. the distribution among the States inter sc of the share 
assigned to the States in respect of each financial year should 
be on the basis of the following percentages: 



State 

Percentage 

1 . 

Andhra Pradesh 

7.76 

2. 

Assam 

2.54 

3. 

Bihar 

9.61 

4. 

Gujarat 

5.55 

5. 

Haryana 

1,77 

6. 

Himachal Pradesh 

0.60 

7. 

Jammu & Kashmir 

0.81 

8. 

Karnataka 

S3 3 

9. 

Kerala 

3.92 

10. 

Madhya Pradesh 

730 

11. 

Maharashtra 

11.05 

12. 

Manipur 

0.18 

13. 

Meghalaya 

0.38 

14. 

Nagaland 

0.09 

15. 

Orissa 

3.73 
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16. 

Punjab 

2.75 

17. 

Rajasthan 

450 

18. 

Tamil Nadu 

754 

19. 

Tripura 

0.27 

20. 

Uttar Pradesh 

15.23 

21. 

West Bengal 

859 


Total 

100.00 


Union Excise Dudes 

(a) During each of the years 1974-75 and 1975-76 a sum 
equivalent to 20 (twenty) per cent of the net proceeds of 
Union duties of excise on ail articles levied and collected in 
that year, excluding auxiliary duties of excise and cesses 
levied t under special Acts and earmarked for special pur- 
poses,' should be paid out of the Consolidated Fund of India 
to the States. 

(b) during the years 1976-77, 1977-78 and 1978-79 sum 
equivalent to 20 (twenty) per cent of the net proceeds of 
Union duties of excise on all articles levied and collected in 
the respective year, including auxiliary duties of excise, but 
excluding cesses levied under special Acts and earmarked for 
special purposes, should be paid out of the Consolidated 
Fund of India to the States. 

(c) the distribution among the States of the sum payable 
to the States In respect of each financial year should be made 
on the basis of the following percentages; 



State 

Percentage 

1 . 

Andhra Pradesh 

8.16 

2. 

Assam 

Z71 

3. 

Bihar 

11.47 

4. 

Gujarat 

457 

5. 

Haryana 

153 

6. 

Himachal Pradesh 

0.63 

7. 

Jammu & Kashmir 

0.90 

8. 

Karnataka 

5.45 

9. 

Kerala 

3.86 

10. 

Madhya Pradesh 

8.15 

11. 

Maharashtra 

858 

12. 

Manipur 

021 

11 

Meghalaya 

0.19 

14. 

Nagaland 

0.11 

15. 

Orissa 

4.06 

16, 

Punjab 

1,87 

17. 

Rajasthan 

5.00 

18. 

Tamil Nadu 

7.43 

19. 

Tripura 

050 

20. 

Uttar Pradesh 

17.03 

21, 

West Bengal 

7,79 


Total 

100.00 


Additional Duties of Excise 

(1) There is no need to set apart any guaranteed 
amounts to the Slates as in our opinion there is no risk of the 
share of any State in the net proceeds of additional excise 
duties falling short of the revenue realised from the levy of 
the sales tax on the commodities subject to additional duties 
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of excise in lieu of sales tax for the Financial year 1956-57 in 
that State; 

(2) the net proceeds of the additional excise duties 
during each financial year be distributed on the following 
basis: 

(a) a sum equal to 1.41 per cent of such net proceeds be 
retained by the Union as attributable to Union Territories; 

(b) the balance of 98.59 per cent of such net proceeds be 
distributed among the States in accordance with their respec- 
tive percentage shares of such balance as under: 


State 


Percentage of 
distribution 

1. 

Andhra Pradesh 

8.39 

2. 

Assam 

2.47 

3. 

Bihar 

956 

4. 

Gujarat 

5.91 

5. 

Haryana 

1.94 

6. 

Himachal Pradesh 

059 

7. 

Jammu & Kashmir 

0.73 

8. 

Karnataka 

5.62 

9. 

Kerala 

358 

10. 

Madhya Pradesh 

6.98 

11. 

Maharashtra 

HAS 

1Z 

Manipur 

0.17 

13. 

Meghalaya 

0.17 

14. 

Nagaland 

0.08 

15. 

Orissa 

359 

16. 

Punjab 

2.68 

17. 

Rajasthan 

4.17 

18. 

Tamil Nadu 

7.27 

19. 

Tripura 

0.25 

20. 

Uttar Pradesh 

16.10 

21, 

West Bengal 

850 


Total 

100.00 


Grant in lieu of tax on Railway Passenger 
Fares 

The grant to be made available to the States in lieu of 
tax under the repeated Railway Passenger Fares Tax Act, 
1957 be distributed among the states ns under 



State Share 

Percentage 

1 . 

Andhra Pradesh 

801 

Z 

Assam 

2.70 

3. 

Bihar 

1058 

4. 

Gujarat 

7.47 

5. 

Haryana 

257 

6. 

Himachal Pradesh 

0.17 

7. 

Jammu & Kashmir 

0.02 

8, 

Karnataka 

3.47 

9, 

Kerala 

1.61 

10. 

Madhya Pradesh 

959 

11. 

Maharashtra 

857 

1Z 

Manipur x 

0.0 

13. 

Meghalaya 

0.0 

14. 

Nagaland 

0.01 
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15. 

Orissa 

224 

16. 

Punjab 

5.06 

17. 

Rajasthan 

6.59 

18. 

Tamil Nadu 

5.14 

19. 

Tripura 

0.02 

20. 

Uttar Pradesh 

19.85 

21. 

West Bengal 

5.73 


Total 

100.00 


Estate Dufy 

(1) Out of the net' proceeds of the estate duty in each 
financial year, a sum equal to 25 per cent thereof be retained 
by the Union as being the proceeds attributable to Union 
Territories; and 

(2) the balance of net proceeds be distributed among the 
States in accordance with the following principles: 

' (a) such balance be first apportioned between immov- 

able property and other property in the ratio of the gross 
value of all such properties brought into assessment in that 
year; 

(b) the sum thus apportioned to immovable property be 
distributed among the States in proportion to the gross value 
of the immovable property located in each State and brought 
into assessment in that year, and 

(c) the sum apportioned to property other than immov- 
able property be distributed among the states in proportion 
to the population of each State, namely: 

State Percentage 

1/ Andhra Pradesh 8.04 

2. Assam 2.70 


3. 

Bihar 

10.41 

4. 

Gujarat 

4.93 

5. 

- Haryana 

1.86 

6. 

Himachal Pradesh 

0.64 

7. 

Jammu & Kashmir 

0.8S - 

8. 

Karnataka 

5.41 

9. 

Kerala 

3.94 

10. 

Madhya Pradesh 

7.70 

11. 

Maharashtra 

9.31 

12. 

Manipur 

0.20 

13. 

Meghalaya 

0.19 

14. 

Nagaland 

0.10 

15. 

Orissa 

4.05 

16. 

Punjab 

2.50 

17. 

Rajasthan 

4.76 

18. 

Tamil Nadu 

7.61 

19. 

Tripura 

0.29 

20. 

Uttar Pradesh 

16.32 

21. 

West Bengal 

8.19 


Total 

100.00 


Grant on account of Wealth Tax on agricultural property 

The grant to be made available to the States be dis- 
tributed among the States' in proportion to the value of 
agricultural property located in each State and brought into 
assessment in each year. 

Grants-in-aid 

The following States be paid the sums specified against 
each of them as grants-in-aid of their revenues in the respec- 
tive years indicated in the table below, under the substantive 
part of clause (1) of Article 275 of the Constitution: 



State 

Total amount to be paid 


Grants-in-aid to be najd on 




in five years 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1 . 

Andhra Pradesh 

205.93 

42.83 

43.47 

41.89 

39.45 

38.29 

2. 

Assam 

254.53 

49.66 

5133 

50.60 

5135 

5159 

3. 

Bihar 

106.28 

18.78 

23.92 

21.12 

2153 

20.93 

4. 

Himachal Pradesh 

160.96 

31.72 

32.02 

32.15 

32.42 

32.65 

5. 

Jammu & Kashmir 

' 173.49 

3457 

34.65 

34.73 

34.83 

34.71 

6. 

Kerala 

208.93 

43.85 

43.46 

41.19 

40.92 

3951 

7. 

Manipur 

11433 

21.05 

21.97 

2255 

23.84 

24.82 

8. 

Meghalaya 

74.67 

13.61 

1433 

14.90 

15.63 

1630 

9. 

Nagaland 

128.84 

23.77 

24.68 

25.72 

26.77 

27.90 

10. 

Orissa 

304.73 

56 97 

60.11 

61.00 

6256 

64.09 

11. 

Rajasthan 

23053 

4930 

4857 

46.05 

4430 

42.31 

12. 

Tripura 

11250 

20.66 

2153 

22.44 

23.45 

24.42 

13. 

Uttar Pradesh 

198.83 

21.61 

33.91 

3933 

49.10 

54.98 

14. 

West Bengal 

23456 

53.29 

4937 

4657 

4455 

41.18 


Total 

2509.61 

481.67 

503.12 

500.44 

510.70 

513.68 


Recommendations on other Terms of Reference 

I.Financing of Relief Expenditure 

In the light of our analysis of the advantages and dis- 
advantages of the establishment of a National Fund, and the 
views expressed by the State Governments we have con- 


cluded that the establishment of a National Fund, fed by 
Central and State contributions, is neither feasible nor 
desirable. At the same time the present arrangements for 
providing assistance to the States for meeting expenditure on 
relief operations need to be completely overhauled. Detailed 
programmes of both medium and long term significance for 
permanent improvement of the areas liable to drought and 
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flood should be drawn up wit h the utmost ut E enc y and thcsc 
programmes fully Integrated s"* «« Pten - We 
that Instead of incurring expenditure on relief on ad hoc 
basis on schemes of dubious i a ' ie > provision should be made 
on a much larger scale for development of drought and 
flood-prone areas in the Fif^ PIan both in the State and 
Centah sectors, Any assfi\3* Kt '■& Nss ^ 

states for purposes of relief » a this manner would be subject 
to the overall celling of Cent!* 1 assistance for the Plan period 
as a whole. At the same tim e fcel the provision of a 
reasonable margin in the forecasts of state expenditure 
should be considered as a legitimate charge on the revenue 
accounts of the States. We <ecommend the following annual 
provisions under *64-Fnmlne MW f °r different states. 


State 

L Andhra Pradesh 
3 Assam 

3. Bihar 

4. Gujarat 

5. Haryana 

6. Himachal Pradesh 

7. Jammu & Kashmi f 

8. Karnataka 

9. Kerala 

10. Madhya Pradesh 

11. Maharashtra 

12. - Manfpur 

13. Meghalaya 
W TVagaNasA 

15. Orissa 

16. Punjab 

17. Rajasthan 

18. Tamil Nadu 

19. Tripura 

20. Uttar Pradesh 

21. West Bengal 

We have taken these fig 11165 into account in arriving at 
the grants, if any, needed b/ 1116 States under Article 275 of 
the Constitution. 


IL Changes in the terms or repayment of Central Loans 

We have made an assessme 111 of non-Plan capital gap 
of the States on uniform and iComparable basis for the five 
years ending with 1978-79. The methodology adopted by us 
and the state-wise non-Plan cdPi^i B 3 ? 8 85 assessed by us 

we have made a general revie^ the states' debt position 
with particular reference to tP e loans advanced to 

them and likely to be outstand' n E f 5 a * the end of 1973-74 
and have recommended changes in the existing tenns of 
repayment having regard to all relevant factors Including the 
overall non-Plan gap of the States, their relative position, the 
purposes for which the loans P avc been utilised and the re- 
quirements of the Centre. Our proposals for consolidation of 
outstanding Central loans and revision of their terms of 
repayment are estimated to en^ ure relief in the amount fall- 
ing due for repayment by the States to the Centre over the 
period 1974-79 as under 

State Estimated relief in repayment of loans to Govern- 
ment of India duri a S Fifth Plan period on the 
basis of our proposal 


1. 

Andhra Pradesh 

191.20 

3 

Assam 

16349 

3. 

Bihar 

13335 

4. 

Gujarat 

3635 

5. 

Haryana 

33.14 

6. 

Himachal Pradesh 

3437 

7. 

Jammu & Kashmir 

133.43 

8. 

Karnataka 

127.04 



’1159??/ 

10. 

Madhya Pradesh 

87.16 

11. 

Maharashtra 

6638 

13 

Manipur 

1533 

13. 

Meghalaya 

7.64 

14. 

Nagaland 

5.84 

15. 

Orissa 

15732 

16. 

Punjab 

15.18 

17. 

Rajasthan 

258.14 

18. 

Tamil Nadu 

87.05 

19. 

Tripura 

1435 

20. 

Uttar Pradesh 

150.77 

21. 

West Bengal 

143.12 


Total 

1969.62 


(Rs. Crores) 

431 

135 

4.61 

435 

134 

0.03 

035 

131 
030 
3.41 

4.17 
0.04 
0.04 
W 
338 
033 
10.19 

132 
0.07 

2.18 
6.61 
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COMMITTEE ON THE DEVELOPMENT OF LEATHER AND 
LEATHER MANUFACTURES FOR EXPORTS, 1972. 
Report, Delhi, Manager of Publications, 1973. 176p + iip +iiip. 


Chairman; Dr. A. Sectharamiah. 

Members: Sh. T. Abdul Wahid; Sh. H.S. Sandhu; Sh. A. 

Subramaniam; Sh. A. Naggappa Chettiar; Sh. J. Ghosh; 
Sh. SanjoySen; Sh. V.P. Pandit; Sh. S. Raja; Sh. P.S. 
Venkatachalam; Sh. R. Thanjan. 
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Secretary: Shri Yoginder Raj. 

APPOINTMENT 

A Committee to study the development of leather and 
leather manufactures for export purposes and steps to be 
taken for speedier switch-over of exports from semi- 
processed hides and skins to finished leather and leather 
manufactures was set up by the Government of India, Minis- 
try of Foreign Trade on 6th July, 1972. 

TERMS OF REFERENCE 

While asking the Committee to make a comprehensive 
study of the question of promoting Indian exports of leather 
manufactures, Government have required them to make 
recommendations in particular on the following; 

1. To examine the necessity of reducing the export of El. 
tanned and chrome tanned hides and skins. 

2. To suggest measures for speedier switch-over of ex- 
ports from semi-processed hides and skins to finished leather 
and leather manufactures, 

3. To consider the impact of export ceiling on short-term 
and long-term earnings of foreign exchange. 

4. To examine whether the exemption of the tanning in- 
dustry 

from the provisions of Section IIA of I(D & R) Act will help 
in increasing exports. 

5. To identify the steps to be taken for the mechanisation 
of the leather industry for increasing export production. 

6. Any other relevant matter connected with the export 
of leather and leather manufactures, 

CONTENTS 

Introduction Summary of the Recommendations; 
Availability of Hides and Skins; Exports of Leather and 
Leather Manufactures; General Scheme of Preferences 
(GSP) and the Leather Trade; Measures suggested for 
Speedier Switchover of Exports from semi-processed Hides 
and Skins to Finished Leather and Leather Manufactures; In- 
frastructure Required for Increasing Exports of Finished 


Leather; Appendices and Annexures. 
RECOMMENDATIONS 

Export Duty A 10% duty may be levied on the exports of 
El. tanned and chrome tanned hides (unfinished) w,c.f, 1st 
January, 1973 and even a higher level of export duty on these 
items could perhaps be considered. 

Export Restrictions 

The export of semi-processed hides and skins such as 
El. tanned and chrome tanned, cow hides, buffalo hides, cow 
calf, buffalo calf, goat and sheep skins may be brought under 
quota system as has been done in the case of export of raw 
goat skins so that the quantum of export of each Item docs 
not exceed the level of exports of 1971-72 to begin with which 
could be reduced progressively. In order to safeguard the in- 
terests of small manufacturers and exporters, a minimum 
quota may be fixed, the quantum and details of which may be 
worked out by the Government. 

Ban on Exports of Raw Hides and Skins 

The exports of all types of raw hides and skins except 
Iamb-fur skins may be banned w.e.f. 1st January, 1973, 

Creation of Infrastructure 

Finishing centres may be set up especially in areas where 
there is a concentration of small scale tanners by the existing 
Tanners Export Promotion Councils, State Industrial 
Development Corporations, etc, 

New entrepreneurs may be encouraged to set up finish- 
ing units on condition that they would start from the stage of 
El, or wet blue leather. In case of foreign companies, larger 
industrial houses, etc., and in cases involving foreign col- 
laboration, guarantee to exports a considerable portion of 
the production should be stipulated. 

The Committee has estimated that for conversion of 
25% of E.I. tanned and chrome tanned leather (unfinished) 
exported in 1971-72 to finished leathers, 26 units are to be set 
up with a total investment of Rs, 20 crores including 
machinery valued at Rs, 4 crores out of which machineries 
worth Rs, 3 crores are to be imported. It is estimated that 
the additional foreign exchange eamings would be about Rs, 
31 crores. If a portion of this finished leather is further con- 
verted to footwear and other leather goods, the foreign cx- 
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change earnings would be still higher. 

Setting-up of New Units 

Public Notice may be issued by the Government inviting 
fresh applications for setting up of units for production of 
finished leather based on El. tanned and chrome tanned 
leather as raW-matcrials. In case of applications from large 
industrial houses, and in cases involving foreign collabora- 
tions, a substantial export obligation may be prescribed. 

Cash Subsidy 

Cash subsidy to the extent of 15% may be given against 
the exports of finished leather and leather manufactures only 
for the purpose of building up of the infrastructure i.e. land, 
buildings, and machinery which may be accumulated over a 
period of 5 years and disbursed after producing documentary 
'hs, We. 'tsass&s} W- 

frastructure for modernisation, balancing and authorised ex- 
pansions. 

In case of exporters taking loans or who have already 
taken loans for setting up of the Infrastructure from the 
nationalised banks or any other financial institutions, the 
cash subsidy may be disbursed/adjusted against such loans. 

Provision in the Trade Plans 

While negotiating trade plans with various countries 
especially with the East European countries, increased provi- 
sion may be made for the exports of finished leather and 
leather manufactures reducing the quantities of El. and 
chrome tanned leathers. They may be persuaded to take at- 
least 25% of their requirements as finished leather reducing 
the export of semi-finished leather to this extent to start with. 
The exports of semi-finished leather are to be progressively 
reduced and that of finished leather correspondingly in- 
creased over the next few years. 

Import Replenishment 

The import replenishment for exports of El. tanned 
leather may be restored to 3% and that for wet blue chrome 
leather, be reduced from 6% to 3% with a compulsory provi- 
sion that 50% of the replenishment could only be utilised for 
the import of machinery, tools and equipments for balancing, 
modernisation and authorised expansions and this portion 
should nof be allowed to be nominated in favour of other 
manufacturers.In cases where the exporters desire to import 
machinery for more than 50% of the import replenishment, 
such request may be considered by the Government liberally 
on merits. 


Export Policies 

The change in export policies may be effected from the 
beginning of the calendar year/financial year depending upon 
the prevailing circumstances/situations and the export policy 
should remain steady over a long period of time. 

Air-Freight Subsidy 

The air-freight subsidy for leather foot-wear may be 
raised from the present level of 10% to 15% of the FOB 
value of exports as "in the case of finished leather. This sub- 
sidy may be allowed irrespective of whether the freight is 
paid in India by an exporter or abroad by an importer. 

Import Duty on Pickled Skins 

The Iraqort duty on qickled shceq skins may.be abolished 
immediately so as to enable the manufacturers to import the 
same for export production. 

Excise Duly on Leather Footwear 

Excise duty on leather footwear manufactured in the 
small scale units, i.e., units having machineries valued less 
than Rs. 75 lakhs may be abolished immediately. 

Research, Development and Extension 

The leather and leather goods industries may be given 
the opinion to spend a small percentage of their annual turn- 
over on Research and Development or to pay a small cess for 
purpose of research development and extension services. 

Exemption from Section ILA of the Industries (D & R) Act 

Manufacture of leather may not be exempted from sec- 
tion 1IA of the Industries (D & R) Act in order to avoid in- 
crease in capacity of semi-finished hides and skins only 
and also exaggerated claim regarding the capacity for 
finished leather. 

Role of Export Promotion Councils 

The Export Promotion Councils at Madras and Kanpur 
may be merged to form a new Export Promotion Council 
with its Headquarters at Delhi and branches at Madras, Kan- 
pur, Bombay, Calcutta to start with for leather and leather 
manufactures. A committee may be set up by the Ministry of 
Foreign Trade to draw up the constitution, the memorandum 
and articles of associations, etc. of the proposed 
new/enlarged Export Promotion Council for leather and 
leather manufactures. 
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INDIA, TECHNICAL COMMITTEE SET UP TO INVESTIGATE THE REASONS 
FOR HIGH ARISING OF DEFECTIVES, SCRAP ETC. 

IN THE STEEL PLANTS, 1972 

Report, New Delhi, Ministry of Steel and Mines, Department of Steel, 

1973. 53p., charts. 


Chairman: Shri Hari Bhushan. 

Members: Dr. S.R. PramanikjShri P. Majumdar. 

APPOINTMENT 

In their 20th report on Ministry of Steel and Mines 
(Department of Steel) —Planning, Development, Production 
and Distribution of Iron and Steel and Ferro-Alloys, the Es- 
timates Committee have observed that they are concerned to 
note that, in 1970-71, 12.6% of the total production of Indian 
Iron and Steel Company was classified as "Defectives" and 
10.2% of the total finished steel production of Durgapur 
Steel Plant whs classified as ’Scrap’. The Committee are of 
the view that this percentage is on the high side especially in 
the context of the acute shortages of steel being felt all over 
the country. As the higher percentage of ’scrap’ and 
’defectives’ etc. ultimately results in higher cost of production 
in the steel plant, the Committee have urged that Govern- 
ment should impress upon the Steel Plants the need to make 
concerted efforts to reduce this percentage to the minimum 
possible. The Committee have also recommended that 
Government may get the matter examined by a higher- 
powered independent technical committee to find out the 
precise reasons for such high percentage of production in 
various steel plants being classified as ’defectives’, ’cuttings’, 
’rejects’ and ’scrap’ and suggest remedial measures for im- 
proving the performance. 

Government have accepted recommendations of the Es- 
timates Committee and have accordingly decided to appoint 
a Technical Committee. Therefore, the Ministry of Steel and 
Mines (Department of Steel) appointed the Technical Com- 
mittee to investigate the reasons for High Arising of Defec- 
tives, scrap etc. in the Steel Plants Vide their Resolution No. 
DUR-18(5)/72 dated the 1st August, 1972. 

TERMS OF REFERENCE 

(I) To investigate the reasons for high arising of defec- 
tives, rejects and scrap in the rolling mills in the steel plants; 
and 

(il) to suggest measures to remedy this situation. 

CONTENTS 

Introduction 

General; Defectives and Scrap Arisings at Indian Iron 
and Steel Co.; Arisings of Scrap and Defectives in Durgapur 
Steel Plant during 1970-71; Defectives and Scrap Arising at 
Tata Iron & Steel Co., Rourkela Steel Plant and Bhilai Steel 
Plant; Conclusions and recommendations; Annexures from I 
toV-13. 

RECOMMENDATIONS 

Unplanned interruptions in steel plant operations, apart 
from leading to loss in production and possible damage to 
the plant and equipments, have greatest impact on the yield 


of saleable products and product quality. 

The Committee recommends that the Government and 
the Steel Plant managements take all possible steps to run 
the plants without any unplanned interruptions and restore 
the working to capacity levels. It is working to capacity level 
which would generate the optimum level of discipline and 
coordination, result in proper flow of material and energy 
and heat balance which would have a marked all round im- 
provement in yields, arising of defectives, scrap etc. 

Stocking of ingots and semis for long periods in the 
stockyards leads to rusting and pitting, which, on further 
processing, yield higher percentage of defectives and scrap 
Charging cold ingots also leads to higher arisings of defec- 
tives and scrap. 

It is recommended that the steel plants in general and 
the Durgapur Steel Plant in particular should take effective 
steps to liquidate their stocks of ingots and semis. The cur- 
rent arisings should be processed into finished products ex- 
peditiously and ingots and semis should not be allowed to be 
stored in the stockyard over long periods. If these materials 
cannot be processed immediately, the steel plants might con- 
sider selling out these products instead of storing over long 
periods. 

Mix up of ingots/semis leads to high arisings of off- 
grades. Proper maintenance arid the retention of.identifica- 
tion of ingots/semis/finished products should be carefully at- 
tended to by improved marking/remarking methods or by 
hot stamping techniques. 

ISI may consider evolving a suitable standard for com- 
mercial grade steel products produced from ingots/semis 
whose cast identity has been lost, but by individual sampling 
or other methods, could be categorised into certain analysis 
groups. ... 

Frequent mutual consultations amongst steel plants 
would help them improve production and maintenance tech- 
niques and achieve higher technological disciplines. 

It is recommended that suitable technical liaison com- 
mittees consisting of members from all the main steel plants 
should be set up which should meet periodically for exchange 
of views. Eath main production may have separate com- 
mittees. _ 

Steel plants should make continuous efforts to bring 
down arisings of defectives and scrap at each process stage by 
enforcing higher level of technological disciplines and fre- 
quent review of actual performance and take remedial 
measures where necessary. 

In Bhilai Steel Plant bulk of the rejections have been due 
to running stopper teaming of ingots. This should be 
remedied by using better refractories and praetjets. The con- 
ditioning of rail blooms should be intensified and more 
rigorous quality control and inspection should be undertaken 
to reduce the arisings of untested/off-grade arising of rails. 
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NATIONAL COMMITTEE ON 10 + 2 + 3 EDUCATIONAL STRUCTURE, 1972, 
Report, New Delhi, Ministry of Education and Social Welfare, 

1973. 136,2,0,6,8, 1,3,5, lOp. 


Chairman: Dr. P.D. Shukla. 

Members: Shri R.C. Pant, Shri Mohindar Singh; Shri 

D.K. Guha; Shri K. Diravian; Shri A.K. Chowdhury; 
Shri Samuel Appaji; Shri A.H. Hemrajam retired (and 
Dr. T.N. Dhar was appointed in his place); Smt S.L. 
Singla (in place of Shri S.M. Dudani); Shri K.K. Srivas- 
tava (in place of Shri D.S. Misra) 

Member Secretary : Shri R.P. Singhal. 

In keeping with the recommendations of the Education 
Commission (1964-74) and the National Policy on Education 
(1968) it Is now proposed to adopt the uniform pattern of 10 
+ 2 + 3 for school and college classes in all States and Union 
Territories. In order to suggest the practical steps to be taken 
to implement this decision, with estimates of cost, the Minis- 
try of Education and Social Welfare constituted a National 
Committee to suggest the practical steps to be taken for the 
implementation of the uniform pattern of 10+2+3 Educa- 
tional Structure Vide D.O. Letter No.l-8/72/PR-II dated 
August 20, 1972. 

TERMS OF REFERENCE 

(i) To suggest practical steps to be taken for implemen- 
tation of the uniform pattern of 10+2+3 for the school and 
college classes in all States and Union Territories of the 
country. 

(ii) To estimate the cost of implementing the 
programme. 

1 „> - 

CONTENTS 

Introduction 

Existing structures in States/Union territories; 
Vocationalization of Education; Location of the new classes 
XI & XU; Teachers and their training; Other practical 
measures; Financial implications; Summary of Observations, 
Conclusions and Recommendations; Appendices from I to 

vul 

RECOMMENDATIONS 

Philosophy of Purpose -., 

We have taken note of the recommendations of the, 
Education Commission (1966), the National Polity Statement / 
on Education issued by the Government of India (1968) and ; 
the subsequent resolutions passed by the Central -Advisory 
Board of Education and several other All-India , bodies. 


everyone of which favoured the introduction of the broadly 
uniform educational structure of 10+2+3 in all parts of the 
country. 

We have, however, emphasized that the introduction of 
the proposed structure all over the country will strengthen 
national integration. It will send more knowledgeable and 
maturer students to the universities, will provide an oppor- 
tunity and a means to introduce appropriate vocationaliza- 
tion of higher secondary education and will reduce pressure 
on admission to universities and other centres of higher 
education. It win facilitate implementation of various educa- 
tional programmes, production of books and reading 
materials and teaching aids, training of teachers and their 
movement, reconstruction and modernization of syllabi, and 
improvement of examination practices. It will "remove dif- 
ficulties in the matter of education of children of the mobile 
population which is continuously increasing. It will facilitate 
solution of the educational problems of mino-rities in various 
states. It will contribute to raise the general standard and 
quality of education at all stages - school and university. 

Statewise Position 

We have noted that the States of Andhra Pradesh, 
Kerala ‘and Mysore have already introduced the proposed 
structure, that Assam, Gujarat and Maharashtra have intro- 
duced in their school classes a new syllabus for the same pur- 
pose, that the school structure in U.P. is already 10+2, and 
that West Bengal has decided to change the existing pattern 
to 10+2 from 1st January-1974. We have also noted that the 
Central Board of Secondary Education whose member- 
schools include all Govt, and aided schools of Delhi and most 
of the Union Territories, all Kendriya Vidyalayas (Central 
Schools), all Sainik schools and' a 'good number of Public; 
convent and other all-India schools has also planned to adopt 
the same structure from 1st May, 1974. We have further 
noted that in so far as the other States are concerned, the 
new structure has generally been accepted in principle and 
the same is being further processed. 

Curriculum Reconstruction 1 

The new educational structure docs not envisage more 
addition of one year to the total period of education or 
taking away of one dass from the collegiate stage to school 
-education or vice-versa. The opportunity of restructuring 
’ should be duly utilized by completely reorganizing the cur- 
- riculum and raising the standard of education at all stages so 
as to make it internationally comparable. The curriculum 
• should also be in accordance with the current needs of 
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society, allow mobility of children from one State or Union 
Territory to another and help national integration. 

In order to provide for a broad uniformity in the cur- 
riculum and keep the standard of education as high as pos- 
sible, we have provided some guidelines and a scheme of 
studies with the help of which preparation of details of the 
course-content should be undertaken in various States by the 
concerned Boards of Education or other expert bodies set up 
by the State Governments or Territory Administrations. 

Elementary Stage 

The curriculum for classes I to VIII as developed by the 
National Council of Educational Research & Training should 
be adopted all over the country with suitable modifications to 
suit local requirements particularly in the lower classes. 
Apart from the purely academic subjects, work-experience 
and physical and moral education should form an integral 
part of the school programme at this stage and be compul- 
sory for all studies. 

About 15% of school time should be rationally demar- 
cated for work experience, about 10% for physical education 
and about 5% for moral education. 

Secondary Stage 

The new classes IX & X should provide for a good 
course of general education. This is too early a stage for any 
specialization. The curriculum should, therefore, include 
compulsory teaching of Langunge(s), Modem Mathematics, 
Sciences, Social Sciences, Moral Education, Physical Educa- 
tion, and Craft and/or Trade. The curriculum should, in ad- 
dition, provide for one optional subject out of the usual 
academic and practical subjects relevant to this stage of 
education. 

The purpose of the revised uniform structure will be 
served only if the standard of education is kept as high as 
possible. The minimum to be covered by the end of new 
class X should be the syllabus for classes IX & X in the 
respective subjects prescribed under the existing higher 
secondary syllabus of the Central Board of Secondary Educa- 
tion. 

Each school should work for a minimum of 220 days and 
1200 hours of instruction in each year. 

We have given an illustrative list of crafts for classes IX 
& X. These can be supplemented before any one craft is 
chosen for a school or for a group of students in a school. 

Higher Secondary Stage 

The curriculum of the new classes XI & XII should be 
built on the latest curriculum for the new classes IX & X and 
should provide for two streams, i.e. 

(i) Academic Stream 

(ii) Vocational Stream. 

Academic Stream 

The objective of the academic stream is to prepare the 
student for univwsjty or higher education, if he wants to avail 
himseir of such education. Higher education, in this context, 
covers both general education and professional education 
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like Engineering and Medicine. 

The curriculum of the academic stream should provide 
for teaching in five subjects. One of these should be Lan- 
guage & Literature from among the regional Ianguage(s), 
English and mother tongue, greater weightage being given to 
the language part. The other four subjects should be chosen 
out of a list of the available academic and practical subjects 
relevant to this stage of education. 

It is desirable to permit students of the academic stream 
to choose any four subjects as electives. However, taking into 
consideration the limitations of practicability and the usual 
rules of admission of the Indian universities, the electives 
may be grouped in appropriate combinations. 

Every student of the academic stream should participate, 
on a compulsory basis, in at least one of the co-curricular ac- 
tivities viz. N.GG, N.S.G, Physical Education, and Social and 
Community Service. 

A provision at this stage should be made for teaching 
many of the academic subjects at two levels, advanced and 
ordinary. It is visualised that the students planning to spe- 
cialize in a particular academic subject at the university or 
higher education level should start studying that subject in 
depth from the new higher secondary stage itself, and others 
may offer the same subject at the ordinary level. 

The minimum standard to be achieved at the end of new 
class XII should be the standard of existing 11-year Higher 
Secondary syllabus of the Central Board of Secondary 
Education further raised by the studies equal to one year. 

Vocational Stream 

Vocationalization of higher secondary education should 
be considered to be an essential ingredient of the proposed 
structure. 

The vocational stream at the higher secondary stage 
should be taken to supplement the existing facilities for voca- 
tional education provided by the ITIs, Polytechnics, and voca- 
tional schools. 

The vocational stream should provide specific job- 
oriented courses in one vocation carefully chosen out of the 
areas of work relating to agriculture, Industry, trade and 
commerce, public services (e.g. secretariat, paramedical, in- 
surance, banking, marketing), education etc. 

The period of a particular vocational course may vary 
from 1 to 3 years depending upon the requirements of that 
course. 

The course-content, including the training and practical 
work, should be such as to equip the student well to get a job 
or to establish himself as a self-employed person depending 
upon his choice and circumstances. 

While vocational stream at the higher secondary stage 
should concentrate on courses of non-engineering character, 
a few of these courses could also be chosen from out of those 
already introduced in the general polytechnics, women's 
polytechnics, the proposed agricultural polytechnics, and the 
equivalent vocational institutions, provided that such courses 
indicate enough work-potential. It is financially, socially and 
educationally better to introduce such courses in the institu- 
tions of geheral education than to open additional polytech- 
nics for .them. Un-neccssaty duplication should, however, be 
avoided. - 

The particular vocational courses to be introduced In any 
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institution .of higher secondary level should be localfty- 
oriented. '"'As such, there cannot be a common list of courses 
for’the whole country. It may even vary to some extent from 
region to region within the same state. 

■r'j-The section of a particular vocational course should be 
idetermined on'-tbe basis of a demand survey to find out the 
potential for work opportunity in the neighbourhood of the 
^mofor the region in which it is located. 

' list of Vocational Courses 

.-.*v ' - -V, -- 

. .< ' 

■y. (iWe haw given a list of vocational courses considered 
suitable 'for the new higher secondary stage. This list is, 
however, ; illustratlve only. It is not even suggestive, nothing 
to say of j ts being exhaustive. 

fcouiree'jContent of a Vocational Subject 

.V The course-content of each vocational subject should in- 
clude Ihe relevant theoretical knowledge of the allied 
branches on the academic side. While all such knowledge is 
to be given, the subject should not be over-loaded with the 
same, for the emphasis here should be on job-preparedness 
and not academic instruction. 

Every student of the vocational stream should be taught 
at least one language and its literature. This could be out of 
the regional languages, English, and Hindi, greater weigh tage 
being given to the language part. 


the Higher Secondary Schools and other vocational institu- 
tions should fulfil certain specified requirements. These 
have been indicated. 

Vocational Guidance 

For effective vocational ization of higher secondary 
education, some reorganization and strengthening of the ex- 
isting educational and vocational guidance service in educa- 
tional institutions should be made. The counsellors, Career- 
masters etc., should help the pupils in the choice of the 
stream and the particular subjects) at the time of admission 
to the new class XL They should also build up a clearing 
house unit in their institutions and guide and help the stu- 
dents in finding opportunities for work or employment or 
further training, as the case may be. 

Review of Multipurpose Schools etc. 

The instruction given in the multipurpose, post-basic, 
Technical High, Junior Technical schools etc., should be 
reviewed. They should be reorganized to fall in line with the 
10+2 pattern. Some of them with better facilities of 
workshop or farm etc. should be preferred for the Introduc- 
tion of the proposed vocationalization at the higher secon- 
dary stage of education. 

Area Skill Survey 


Collaboration with Prospective Employers 


- For the success of the vocational stream it is highly 
desirable for each institution to make a collaborative ar- 
rangement with the concerned establishment (factory, con- 
.cern, office, hospital, bank, company, hotel etc.) in the region 
in terms of syllabus making, instructional work, practical 
' training and internship. 

Vl' . The, concerned establishment^) should agree to accept 
'selected students of the particular vocational course as in- 
ternees under the Apprenticeship Act of 1961 or otherwise 
-with the proviso that if their work is satisfactory, they will be 
given regular appointments. 

, - 

Education as a Vocational Subject 


Education as a vocational course should be planned to 
\btfanalternative channel to train primary school teachers. In 
4 addition to training in methodology etc., each prospective 
Readier should be helped ‘to improve his knowledge of the 
^'subjects which’ -be. has to teach in the primary schools. He 
' should also be given a more.broadbased professional training 
•with' knowledge of syllabus-making, book-review, supervision 
of primary education etc , 

fi Syllabus Formulation ' , - 

.a.We haye given , as an.example, the pattern of syllabus for 
: qne'yocational course, -namely Principles and Practice of 
-'.Tradeand Commerce. . . , . 

.Characteristics of .Vocational Training 

«’{ ^ VK ^ i’* ' * ^ . r*t*. i '* 

that the vocational training provided in. 


The Directorate General of Employment and Training in 
the Union Ministry of Education and Rehabilitation has un- 
dertaken to conduct, on a pilot basis, area skill surveys of 21 
districts in the country. The reports of such surveys relating 
to three districts are available Each of these reports has in- 
teralia indicated the number of additional hands needed in 
the respective districts in specific occupations by 1977, as also 
the scope for additional numbers to be self-employed within 
the districts. 

The authorities in charge of vocationalization of higher 
secondary in the States should take advantage of such 
reports. They should take note of the additional man-power 
needed in either the area of service or in that of self- 
employment, particularly in the non-engineering trades, and 
evaluate its implication in the context of the existing facilities 
for training and the possibilities of expanding them in the 
concerned districts. For the balance of man-power 
needed, they should take up the question of vocational 
courses in one or more higher secondary institutions of the 
district. 

Work Opportunities 

We have listed for some illustrative vocational courses 
the likely jobs to be available, the promotion posts to be 
looked for, and the possible areas of self-employment with 
respect to those pupils who successfully complete the 
' relevant course. 

Employment of Vocationally Trained Persons 

Admission to a vocational course at the higher secondary 
stage should not be taken to be a guarantee for a job,' for this 
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will also depend upon the expansion of work-opportunities in 
the country. But most of the successful leavers of a voca- 
tional course will certainly be better placed for work or 
employment than if they had continued to receive general 
education of the academic type. 

Change over from Vocational Stream to 
Academic Stream and vice versa 

The vocational stream must not be understood to mean 
that the student has entered a blind alley. Therefore, 
facilities should be provided for change over from vocational 
stream to academic stream and vice versa. 

It will be appropriate to divide the syllabi of the 
academic and the vocational subjects into units and permit 
the student to carryover the relevant credit earned by him to 
the new stream. 

In case the student is unable to conduct a whole-time 
study for the purpose of change-over, he should be allowed 
to pursue a part-time course, which may be of somewhat 
longer durations. Those in employment should be allowed 
some exemption, if the employment is relevant to their voca- 
tional studies. 

While fairly stout bridges should be built linking the 
vocational and academic streams, it is better to introduce 
some control in the flow of traffic between the two streams 
and to interweave this control in the scheme itself. 

Inspection, Supervision and Direction 

The existing state-level machinery for inspection, super- 
vision and direction of the educational institutions will need 
to be strengthened to meet the special requirements* of the 
vocational stream. A small pool of supervisors relevant to 
the particular vocational courses introduced in the state may 
be appointed at the head-quarters by the Board of Higher 
Secondary and Vocational Education or the State Govern- 
ment as the case may be. 

A special unit manned by specially qualified personnel 
and headed by an Additional or Joint Director of Vocational 
Education should be set up in each department of education. 
This unit should incorporate a permanent machinery for con- 
tinuous demand analysis (vocational survey) for work poten- 
tial and jobs in the region. In course of time, a separate 
Directorate of Vocational Education may be set up in each 
State. For day to day supervision and administration of the 
institution, where vocational stream has been introduced, the 
Principal or Vicc-principal must belong to the area of voca- 
tional courses. 

Coordination Between Education & Training 

In the modern world, distinction between the academic 
studies and the training for skills has broken down. Because 
of this and other considerations we have made a number of 
suggestions for coordination and cooperation between or- 
ganizations concerned with general education, technical 
education, and training of industrial workers. A similar sys- 
tem of coordination and cooperation with other programmes 
of training (and general education) should also be possible. 

Examinations 

There should be a public examination at the end of class 


X and another at the end of class XII or at the completion o 
the vocational course. 

In the examination at the end of class X, subjects of 
Moral Education, Physical Education and Craft or Trade, 
need not be examined externally. ^ 

Quality of Question Papers 

Very special efforts should be made to improve the 
quality of the questionpapers in order to improve the quality 
of the written examination. 

Practical Examination 

In the same examination in science subjects, provisions 
should be made for a practical test besides the theory papers. 
The practical examination should include a viva voce, and 
passing in the practical examination should be obligatoiy on 
the part of every student. Project work in science should be 
encouraged. 

Oral Examination 

In the examination in -languages, particularly in the home 
examinations, provision should be made for an oral test. 

Agency of examination 

For practical and administrative considerations, it is 
desirable to make the State Board of Higher Secondary & 
Vocational Education (by whatever name it is called) to be 
responsible for conducting public examinations for both the 
academic and the vocational streams. 

The arrangement for the conduct of examination of the 
pupils of ITIs and Polytechnics may continue as at present. 

Equivalence of Diplomas/Certificates 

The equivalence of diplomas/certificates in the same 
vocational subject whether issued by the State Board of 
Higher Secondary & Vocational Education or by some other 
organisation, is most essential from the point of view of both 
the students and the employers. 

Internal Assessment 

The new scheme should provide for a continuous inter- 
nal assessment throughout the course of studies. The marks 
of the students after moderation, wherever necessary, should 
be incorporated in the Board’s certificate in a separate 
column parallel to the one in which the result of the examina- 
tion is given under the existing practice. 

The result of internal assessment should be expressed in 
terms of Grades on a five-point scale. 

As regards the vocational stream, bearing in mind its 
special requirements, an appropriate scheme of examination 
will have to be formulated by respective Boards of Higher 
Secondary & Vocational Education. A scheme of continuous 
internal assessment of each student of the vocational stream 
similar to the one for the academic stream should be 
prepared and incorporated in the scheme of examination. 
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Single subfeet examination 

Facilities should be provided in classes XI and XII to 
enable the students to prepare and pass the examination in 
one or more subjects at one time. It will help the concerned 
student to pursue the study of only that subject in which he is 
interested, reduce wastage and stagnation, and help him to 
change over from one stream to another at any time by offer- 
ing that subject which he has not studied earlier. 

University Stage 

The curriculum for the first degree course in general 
education should be upgraded and reconstructed by the 
universities concerned keeping in view the new curriculum 
for classes XI and XIL 

It would be advisable for the universities to introduce a 
few vocational courses in addition to the traditional academic 
courses. These will of course be different from the existing 
professional courses. 

Pre-professional Courses 

Henceforward, class XII examination should uniformly 
be the minimum qualification for admission to different 
professional courses of university level such as Engineering, 
Medicine, Agriculture, Veterinary Science, etc. Accordingly, 
the pre-professional course, wherever it exists, should be 
abolished. The requirements of the pre-professional course 
may be adequately taken care of in the new curriculum for 
classes XI & XIL 

Duration of Professional courses 

With success in the new higher secondary examination 
becoming the admission requirement for professional 
courses, we recommend that the period of instruction for de- 
grees of B.EL, B.Tech., B.Sc.(Engg.) and BArth. be reduced 
from five to four years. 

Similarly, the duration of instruction for B.Sc.(Ag.) 
should uniformly be made of three years all over the country. 

Duration of first degree in general education 

We arc not in favour of the question relating to reduc- 
tion from three to two years in the duration of instruction for 
BA., B.Sc and B.Com. degrees being raised against this stage 
when the objective of the proposed structure is tcrpull up the 
standard of general education at all levels and bring about a 
broad uniformity all over the country. 

Location of the new classes XI and XII 

We have examined the pros and cons of locating the new 
classes XI and XII in schools, in degree colleges, in independ- 
ent institutions, or in a mixed set of institutions. Our recom- 
mendations in this connection are as under; 

(i) It is desirable that on academic and pedagogic con- 
siderations, the new classes XI and XII should form part of 
the school system and should, as far as possible, be located in 
selected schools. 

(ii) Independent units having only classes XI and XII 
IN INDIA, 1972 


can be started if the enrollment in each unit is large enough 
to make the institution economically viable. In case the inde- 
pendent unit with only classes XI and XII cannot become an 
economically viable institution, then the unit could comprise 
classes IX to XII or VI to XU. 

(Hi) As an interim measure, due to financial or any other 
consideration, the new classes XI and XB could also be lo- 
cated in degree colleges. 

(iv) In those places where the PUC has already been 
transferred to schools or in the case of states where a deci- 
sion has already been taken or is being taken to locate the 
new classes XI and XU in selected schools, the arrangement 
need not be disturbed. 

(v) Degree colleges which cannot maintain themselves if 
the PUC classes are taken away from them may wish to reor- 
ganise themselves and concentrate on the new classes XI & 

xn. 

(vi) Irrespective of where the new classes XI & XB are 
located, the academic control of these classes should vest in 
the suggested Board of Higher Secondary and Vocational 
Education. 

Proportion of High and Higher Secondary Institutions 

We realise that the proportion of ten-year and twelve- 
year institutions may vary a little from state to state depend- 
ing upon local conditions, but we think that normally the an- 
ticipated estimate of the Education Commission to raise 
one-fourth of the ten-year schools to twelve-year schools may 
not generally exceed provided the institutions having the new 
classes XI and XII arc planned properly and located objec- 
tively. 

Selection of Institutions for upgrading 

We attach great significance to this aspect of introduc- 
tion of the new structure of education, for it has far-reaching 
implications for the success of the whole scheme. To 
facilitate the work in this connection, we have suggested cer- 
tain guidelines for the selection of schools to be up-graded to 
12 year higher secondary institutions. 

Teachers and their Training 

The reorganization of school and college classes under 
the new pattern necessitates revision of minimum qualifica- 
tions for teachers, wherever necessary, and provision of ap- 
propriate pre-service and in-service training of teachers to 
meet the requirements of the new curriculum for both the 
academic and vocational courses. 

Minimum Qualifications of Teachers 

For teachers of the new classes IX and X, a Teacher 
Training Degree with University Graduation should continue 
to be the minimum qualification as is generally the current 
practice in our country. 

So far as the new classes XI and XII of the Academic 
Stream are concerned, we are strongly of the view that a per- 
son who does not possess a post-graduate qualification 
should not be allowed to teach the classes. Keeping in view 
the requirements of the syllabus, it wilt also be appropriate to 
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insist that the teacher should have obtained a second class or 
at least 45% marks in his Master’s degree-in the subject con- 
cerned. 

A regular teacher-training degree is not considered es- 
sential for the post-graduate teacher of classes XI and XIL 
However, a short training of about 3 months duration im- 
mediately after recruitment would be very desirable. This 
will acquaint the teacher with the methodology of teaching; 
psychology of the adolescent children, management of 
classes, technique of continuous evaluation, etc. 

Teachers for Vocational Stream 

Full time teachers for the vocational stream could be 
made available through: 

a) Orientation of selected teachers e.g. teachers of 
Agriculture, Commerce and Physics; 

b) Recruitment of qualified and suitable persons already 
working in the relevant establishments and organisations. 

In view of the heterogeneity of channels from which the 
vocational teachers will be drawn, their training will have to 
be organised with great care and imagination. For training 
some categories of vocational teachers, it might be possible 
to take advantage of the Teacher Training Institutes set up 
recently to train teachers of the polytechnics. 

Advance Action Regarding Teachers 

The question of personnel, i.e. Principals, teachers and 
other staff required for institutions, where the new classes XI 
and XII arc to be started, should be examined carefully and 
well in time by each State/Union Territory. Where there is a 
shortage of teachers, timely steps should be taken to brain or 
find and select persons of requisite qualification. 

In the case of existing teachers who are without a post- 
graduate degree and are required for certain unavoidable 
reasons to teach new classes XI and XII one or both of the 
following two possibilities could be acted upon: 

(i) Those who are young in age should be asked to ob- 
tain the regular post-graduate degree. The government 
should help them in securing admission and financing their 
studies. Suitable provision should be made for study-leave 
etc. for them. 

(ii) Those who are elderly and have a long experience 
should undergo a condensed post-graduate course of studies 
and the diploma which they get at the end of such a course 
should entitle them to receive the salary scale meant for 
post-graduate teachers. For this purpose, one or more 
selected universities in the State should agree to organize 
such a course on regular class-room basis or through cor- 
respondence or a combination of the two techniques. 

Protection of Existing Teachers 

Conversion of higher secondary schools into high schools 
may here and there create some difficulties of adjustment o£, 
teachers, specially in aided schools. We have made some 
recommendations in order to remove these difficulties. One 
of these recommendations is that no qualified and duly 
recruited teachers should be thrown out of employment 
simply because of the introduction of the new structure. 
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Pre-service Training of Teachers 

In the existing programme of pre-service training of 
teachers appropriate provision should be made to meet the 
requirements of the additional dimensions which have been 
introduced in the new curriculum. During their professional 
training, the prospective teachers should also be prepared to 
implement the schemes of continuous evaluation and moral 
teaching, both of which are being introduced on a national 
scale in classes IX and X. 

For this purpose, not only the existing courses for 
teacher training will need a review and revision but suitable 
summer institutes will be necessary for the professors of 
teachers themselves. 

In-service Training for Teachers 

With the current explosion in knowledge, methodology 
and technology, it is essential that every teacher is made to 
undergo an in-service training course at least once in 3 to 5 
years. The programme of in-service training will, therefore, 
have to be tackled on a very large scale so that all the existing 
teachers are regularly enabled to take advantage of summer 
institutes, vacation courses, and other refresher courses. 

Programmes of in-service training should specially in- 
clude updating the teacher’s knowledge in his subjects) of 
teaching and cover the elements like continuous assessment, 
remedial teaching, physical education and moral education. 

Parity in Salary Scales and Allowances 

It is strongly felt that irrespective of the nature of institu- 
tion in which the 2-ycar stage comprising the new classes XI 
and XII is located, there should be no difference in the salary 
scales, allowances and service conditions of teachers. It will 
also be advisable to have the same fee pattern in all such in- 
stitutions, by whatever name they may be called, where the 
2-year higher secondary stage is provided for. 

Strength of Teachers 

The enlarged curriculum and other elements of the new 
educational structure necessitate a review of the existing for- 
mulae to determine the number of teachers required for a 
school. The inclusion of moral education and that of work 
experience in lower ctasses leading to a craft or trade in 
classes, IX and X will necessitate the appointment of addi- 
tional teachers. The compulsory teaching of Science to all 
pupils of Classes IX and X may also call for some 
strengthening of science teachers. 

The time spent on continuous internal assessment ac- 
tivity should be taken into consideration in determining the 
work-load of a teacher and in deciding the total strength of 
teaching personnel of a school. Similarly, provision of extra 
teachers should be made for remedial teaching to weaker stu- 
dents. 

In the case of vocational subjects or that of craft or trade 
to be taught in classes IX and X, where more personal atten- 
tion of the teacher is called for, the pupil-teacher ratio may 
have to be kept low at about 12:10. For theory classes in the 
same subjects the corresponding ratio could, however, be 
around 30:1 as in the case of other subjects. 
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Age Requirement 

We consider it necessary that 6 plus is prescribed as the 
minimum age for admission to class I on uniform basis all 
over the country. But in view of the fact that the current 
facilities for pre-primary education are meagre, it might be 
desirable if at present the age of 6 plus is not made 
obligatory for all the States. In any case, in order to meet the 
challenges of the syllabi which will be strengthened under the 
new structure and keeping in view the fact that classes X and 
XII under the new pattern will require more maturity on the 
part of the students it is necessary to ensure that the students 
are not allowed to take the class X examination before the 
age of 15 plus and the class XII examination before they are 
17 plus. 

Production of Reading Material, etc. 

"cS woh ■sj’tefes w\, Ws. cskVogabi. 

levels will call for new textbooks and other reading material. 
While the syllabi and textbooks should be kept under con- 
stant review, the prescribed textbooks should not be changed 
too frequently. - 

Every prescribed textbook should be supplemented with 
suitable reading material for students and literature for 
reference by teachers. 

Non-formal Education 

We recommend the establishment of a parallel system of 
non-formal education through correspondence, morning and 
evening institutes, part-time institutions and other methods 
particularly at the two-year higher secondary stage, both for 
the academic and the vocational streams. The students of 
about 17 years of age are mature enough to undertake self- 
study with the help of lessons received through post or 
through other systems of non-formal education. 

The successful organization of a system of non-formal 
education will meet a felt need of several types of persons in- 
cluding those who are employed in factories and elsewhere. 
It will also provide for the much needed flexibility of the In- 
dian system of education. 

• In the area of academic subjects through correspondence 
course we feel there is need for the introduction of science 
subjects too. 

It is hoped that the Indian system of education will be 
strengthened through the production of self-study kits and 
good and inexpensive popular literature on science and other 
subjects, and better use of public libraries, radio, T.V., and 
satellite communication, all of which constitute important 
agencies of non-formal education. 

Students of both the forma! and the non-formal systems 
taking the same examination should be eligible to the same 
degree/diploraa/ certificate. In other cases also an equation 
should be established between the certificates, etc., issued 
under the non-formal and the formal systems. 

Review of Schemes of Scholarship 

With the introduction of the proposed 10+2+3 struc- 
ture, various schemes of national scholarships, including the 
scheme for science talent search and the different schemes of 


scholarships of the State Governments, may need to be 
reviewed in terms of the stage of education at which each one 
of them should commence and the duration and other terms 
to be laid down for them. 

Scholarships to pupils of vocational stream 

In order to give support and encouragement to the 
growth of the vocational courses and to divert some talented 
students to join them, a scheme of merit scholarships should 
be instituted in every State and Union Territory for the 
benefit of students of the vocational stream at the new higher 
secondary stage. 

Admission Requirement of NDA 

The authorities of the National Defence Academy may 
have to review the admission requirement of the academy 
heaxMij, in. m'mii tbit fact. *.b te. <hr~ iiwabasU). Nitb.oj. Unwcnsity 
has recently recognised it for purposes of award of the 
University degree to all successful cadets of the Academy. 

Preparatory Measures 

For the States and Union Territories, which are yet to in- 
troduce the new educational structure, we have suggested a 
list of measures for advance action. 

Conditions for Success 

In addition to the usual considerations, which facilitate 
the success of any new educational reform, there are some 
conditions which are specially relevant to the success of the 
proposed educational structure. Some of these have been 
suggested by us. 

Financial Implications 

The Committee would have liked to estimate the cost of 
introducing the new educational structure for every State and 
Union Territory separately. But that has not been prac- 
ticable. The Committee has, therefore, prepared an all-India' 
estimate of the cost. 

The total expenditure on introducing the new structure 
during the Fifth Plan is estimated to be as under; 

States where it takes (Rs.in crores) 

14 years to obtain the first 

degree in general education 32.5 

States where it takes 14 
years to obtain the first 
degree in general education 17.0 

• Vocationalization of Higher 

Secondary Education 10 0 

Total 59.5 

i.e. 60.0 

The above amount may need to be adjusted to the extent 
the new classes XI and XII are attached to colleges in some 
areas. 

The above expenditure will be less during the Fifth Plan 
in case the new syllabus leading to 10-year high and 12-year 
higher secondary school is introduced in class VII or VIII 
(instead of class IX as has already happened in a few States. 
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Saving in Expenditure at Higher Education stage 

The introduction of the proposed educational structure 
is expected to effect a saving in the anticipated expenditure 
on higher education. This saving during a plan period may 
be of the order of Rs. 100 crores or more. Such a saving will 
be effective during the Sixth and subsequent plans. 

Central Assistance 

The proposed educational structure having a direct bear- 
ing on areas of responsibility of the Central Government, we 
recommend that the entire expenditure In introducing the 


structure and the vocationalization of higher secondary 
education during the Fifth Plan should be met by the Union 
Government. 

Earmarking of Funds 

In view of the fact that structure of education acts like 
the foundation of a building, we suggest that the entire 
development of education should in future be on the basis of 
the proposed structure and, therefore, the funds in the Fifth 
Plan to be allocated for the change of structure should be 
earmarked for that purpose and they should be outside the 
plan allocations of the states. 
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APPOINTMENT 

The Seventh Conference on Municipal Corporations 
held at Madras in April 1970, considered an item sponsored 
by the Town and Country Planning Organisation of the 
Government of India underlining the importance and ur- 
gency of employing new and advanced methods and tech- 
niques in the sphere of Municipal budgeting. The Con- 
ference passed a resolution recommending the appointment 
of an expert committee to examine the subject in detail and 
make recommendations thereon. 

The Ministry of Health and Family Planning 
(Department of Health) constituted an expert Committee on 
Budgetary Reform in Municipal Administration Vide their 
order No. 5-33/70-UCD dated the 24th August, 1972. 

TERMS OF REFERENCE 

(i) to undertake a comprehensive examination of the ex- 
isting budgetary systems, methods, practices and procedures, 
including financial control, in the Municipal Corporations 
and large municipalities; 

(ii) to suggest improved budgetary systems, methods and 
procedures so as to make budgeting an effective tool of 


financial and general management especially in the context of 
the need for planned development of urban areas and im- 
plementation of development plans, programmes and 
projects; 

(iii) to consider and make recommendations as to how 
budgetary reforms can contribute towards more effective 
financial management and resource mobilization; 

(iv) to examine the desirability of introducing 
programme and performance budgeting in Municipal 
Government and feasible ways in which these budgetary 
reforms could be achieved within a reasonable period of 
time; and 

(v) to consider other relevant matters. 

CONTENTS 

Introduction: Structure of Local Government with special 
reference to Municipal Administration; Problem of 
Municipal Government; Municipal budgetary procedure; 
Capital budget and budgeting for development; Performance 
budgeting; Financial Control; Municipal Accounts and Audit; 
Personnel and training Appendices from I to XX. 

RECOMMENDATIONS 

Decentralization 

The Committee feel that if the State Governments take 
steps to allocate adequate resources to these bodies, 
strengthen their organizational and administrative set up and 
provide expert and technical, help to them urban local 
authorities can, because of inherent strength in their system, 
handle most of these tasks with reasonable competence. The 
principle of decentralization has to be practised with willing- 
ness and conviction. 
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This trend of creating unifunctional authorities needs to 
be reversed and we recommend accordingly. Where for insu- 
perable reasons of regional administration, the creation of 
such bodies must be undertaken in the public interest, local 
authorities in the area should find strong representation on 
them. 

Role «s Development Authority 

The task of planning and area development, because of 
their wider context, may have to be entrusted to an authority 
specially created for the purpose, the implementation of 
plans and execution could be best attended to by the local 
authority as it can muster active support from the local com- 
munity. Any action that alienates this authority would only 
lead to creation of problems of coordination and may retard 
implementation. Further the felt needs of the citizens may 
not be reflected in the priorities and programmes undertaken 
by such special development agencies. The case is, therefore, 
made out for an organic linkage between the special develop- 
ment agency and the local authority. 

Agency for State Government 

The Committee noted that the Gujarat Municipalities 
Act is perhaps the only Act which provides for transfer of a 
number of functions of the State Departments to the local 
authorities duly backed by adequate resources. The Com- 
mittee commends this system to the other State Govern- 
ments for adoption in their States. 

Accountability to the State Government 

The accountability of the local authorities to the State 
Government may be studied from two angles (i) administra- 
tive; and (ii) financial The administrative accountability re- 
quires the local bodies to submit resolutions, records and 
reports regularly. The State Governments also arrange for 
periodical inspection. The State Governments retain powers 
to require performance of certain functions and recover the 
expenses from the local body. Moreover, the State Govern- 
ment can cancel or suspend the decisions and resolutions of 
the local authorities and, in certain circumstances, supersede 
them also. 

One obvious lacuna in the existing system is that the 
State Governments are not in a position to force the local 
bodies to step up the revenues by revising the rate and effect- 
ing adequate collections. The Zakaria Committee on Aug- 
mentation of Financial Resources of Urban Local Bodies had 
suggested certain measures to overcome the consistent slack- 
ness on the part of local bodies in taking adequate steps to 
raise the percentage of collection. These include inter-alia 
disciplinary action against the Chief Executive followed by 
• such action against the President as may be deemed neces- 
**ry. and finally, if the situation did not improve, the super- 
session of the local authority itself. The State Governments, 
however, did not find it feasible strictly to follow up the 
recommendation. The system of audit is yet another 
Measure to enforce accountability in financial matters. 

In spite of the fact that the State Governments have wide 
powers for regulating the financial actions of the local 
authorities, one finds that it is in this field where there is 
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much room for improvement. This is perhaps because the 
State Governments have not yet organized adequate and 
competent machinery to deal with the growing volume of 
work in respect of the local authorities. The budgets are 
treated as routine communications and are examined mostly 
at the clerical levels and passed with certain routine remarks. 
In most cases, we understand, that approval is accorded even 
without examining the documents received. The detailed ex- 
amination is conducted only in case the State Government 
has received complaints about serious irregularities. 

This ad hoc approach towards the governance of local 
authorities can hardly be expected to strengthen the system. 
The State Governments have to adopt an approach of a ’true 
friend and guide’ to the local bodies. 

Income and expenditure pattern 

The Committee feel that there is considerable scope for 
the Municipal bodies for exploring the field of non-tax in- 
come through remunerative enterprises, which will not only 
strengthen their income-base but will help reduce their de- 
pendence on the State Government considerably. Self- 
sufficiency will have a cumulative effect on the efficiency of 
the local authorities and would add to their stature and self- 
confidence. 

Constitutional Recognition 

The Committee have given deep thought to this aspect 
and examined various proposals to break the impasse. The 
first suggestion is to provide to local government the status 
of a level of government by specifying their functions and 
powers in the Constitution. This course of action has already 
been voiced during the deliberations in the Joint Meetings of 
the Central Council of Local Self Government and the Ex- 
ecutive Committee of the All India Council of Mayors or- 
ganised by the Ministry of Works and Housing and put in 
one of the resolutions passed. The Committee appreciate 
that it may not be feasible at this juncture to implement the 
suggestion. The Committee, therefore, recommend that the 
Central Government may, at an appropriate time and in con- 
sultation with the State Governments, sponsor suitable 
amendment to the Constitution to confer adequate constitu- 
tional status on local government It need hardly be em- 
phasised that already one fifth of the population of the 
country lives in urban areas and this proportion has been in- 
creasing rapidly. The denial of constitutional status to such a 
local and highly conscious segment of the population could 
only lead to perpetuation of the indifference of citizens and 
consequent weakness of local authorities. 

The Directive Principles of State Policy enshrined in the 
Constitution enjoin upon the State to 'take steps to organise 
village panchayats and endow them with such powers and 
authority as may be necessary to enable them to function as 
units of self-government 1 . The Committee feel that this prin- 
ciple has wider connotations and should normally cover self- 
governing units in urban areas as well. However, in order to 
keep the interpretation beyond doubt the Committee recom- 
mend that steps should be taken to amplify the Directive 
Principles to incorporate constitution of municipal 
authorities with adequate political status, powers and 
resources also. 
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State Municipal Finance Commissions 

The Rural-Urban Relationship Committee which made a 
detailed study intcr-alia of finances of urban local bodies 
had, keeping in view the provisions of article 280 of the Con- 
stitution, recommended that well before the appointment of 
the Finance Commission by the President, the Governor of 
each State should appoint a body to be known as the 
Municipal Finance Commission to examine the financial re- 
quirements of local bodies for meeting their financial obliga- 
tions for various obligatory services and development 
schemes. This procedure, the Committee felt, should not 
only act as a financial insurance for local bodies and protect 
them against arbitraty incursions of the State Governments 
but would also act as a stimulus for the local bodies to make 
the best use of the taxes allocated to them. The State 
Governments, the Committee observed, may include the 
financial obligations arising from the recommendations of 
the Municipal Finance Commission in their proposals for the 
Central Finance Commission. In this way the finances of lo- 
cal bodies will become an integral part of the overall national 
finances. 

This Committee fully agree with the views expressed by 
the Rural-Urban Relationship Committee and support the 
recommendations enumerated above. The Committee, 
however, note that although this recommendation was made 
about 8 years ago, all the States have not yet implemented it. 
As a result of persistent demand made at the meetings of the 
Central Council of Local Self Government and the Joint 
Meetings, a number of State Governments have since set up 
Commissions/Committees as envisaged. The question, 
however, remains as to how far and how soon would the 
State Governments act upon the recommendations made by 
these Commissions/Committees. If the reluctance and delay 
in taking this decision is any guide, one could reasonably as- 
sume that the fate of the recommendations of these Commis- 
sions would in no way be better than that of their predeces- 
sor expert committees. The Committee feel that unless there 
is some constitutional mandate in this behalf also, the reluc- 
tance of the State Governments would continue. It may not 
be out of place to point to the fact that, as a result of the 
recommendations of the Central Finance Commission, the 
share and allocations of the states in the revenues of the 
Union Government have been increasing from time to time. 
It would not be too much therefore to stress that the State 
Governments should be prepared to devote atleast a propor- 
tionate share from the increased allocations to the urban 
areas. The Committee accordingly recommend that the prac- 
tice of setting up State Municipal Finance Commissions 
should also have constitutional backing. The Constitution 
may enjoin on the Governor to set up the Commission peri- 
odically ahead of the Central Finance Commission. 

Widening scope of Municipal Finance Commissions 

That the State Municipal Finance Commissions should 
take into account the local bodies’ needs for both revenue 
and development expenditure. 

Inadequate exploitation of Local Resources 

The Committee feel that there is considerable scope of 


improving revenues from the existing resources but the local 
governments have not shown the necessary will to do so. 
There is a general feeling amongst them that raising the levei 
of taxes, rates or charges for services like water etc, will 
make them politically unpopular. We feel that in the interest 
of long term benefits to the community as a whole they 
should get over this unreal complex of ’unpopularity’ as more 
resources would lead to better services which would more 
than compensate them for temporary unpopularity. 

Urban Development 

We have noted that the income of the local authorities, 
even Municipal corporations would not be any exception, is 
hardly adequate for normal maintenance of civic services and 
facilities. It is, therefore, quite difficult, if not impossible, for 
them to devote any portion of their revenue to development 
programmes. Further, the low sectoral allocations have 
failed to make any impact with the result that the conditions 
in our cities have been worsening and public dissatisfaction 
with inadequacy of civic amenities and community facilities 
and urban administration has been mounting. 

The Committee hold the view that there is scope for 
trying other models and testing their efficacy, for instance, 
strong Mayor System, Mayor-in-Cbuncil system, etc. The 
elected wing could, for some period, be vested with full 
authority and executive wing made a subordinate authority to 
it. If the deliberative wing is clothed with adequate powers 
and responsibility it will have to show the results to satisfy 
the popular opinion to which it is ultimately answerable. The 
State Governments will be well-advised to try these models 
of local government in some selected cities and, based on the 
experience, large scale structural changes in municipal 
government could be thought of. This process, the Com- 
mittee feel, has by its very nature to be slow so that a proper 
model comes up through the evolutionary process. 

MUNICIPAL BUDGETARY PROCEDURE 

Time limit for submission and passing of Budget Proposals 

We feel that the system of approval of budget by the 
State Government cither directly or through its various 
functionaries, like the.DirectOr of Local Bodies, the Commis- 
sioner or the District Collector, is not conducive to efficient 
management of municipal affairs. Quite often the process of 
approval is time-consuming and till the formal approval is 
received, the municipal government is run on a most slender 
budget. No worthwhile activities are undertaken in the first 
three to four months till the budget approval is received. 
The delay also occurs unwittingly on the part of the State 
Government, etc, because of the feet that the L.S.G. Depart- 
ment and Directorate of Local Bodies are not adequately 
equipped to make such scrutiny quickly and comprehensively. 
On the other hand, we appreciate the concern of the State 
Government in ensuring proper financial health of the local 
governments for which they are accountable to the legislature 
on the one hand and the people on the other. Further, sub- 
stantial grants are given to the municipalities for a number of 
Activities by the State Government and they would naturally 
be interested in ensuring the proper utilization of such 
grants. We feel, on the balance, that the advantage lies in the 
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State Government retaining indirect control on the budget of 
the local governments in general. The State Governments 
may, unless they already have, assume powers under the 
Municipal Acts to issue directions to the local governments 
In respect of budgetary matters. However, any such direction 
should be issued after giving a time bound opportunity to the 
local government to present their case. Approval of the State 
Government in respect of budget need not be necessary. 

Preparation of Budget 

We found that generally the quantum of artificial in- 
crease is in the range of about 5 per cent only in municipal 
budgets. In some cases, this figure, however, was substan- 
tially higher. One way to minimise the unrealistic enhance- 
ment of the estimates would, of course', be to increase the 
resource position of the local body. We'cTOTiot claim this to 
be the total solution. Political maturity and experience may, 
in the long run, minimise this problem. However, in glaring 
cases, we would expect the appropriate government to make 
use of its power of review and issue directives to remedy the 
situation. . 

Constituency Fund 

The Committee would, however, suggest that care should 
be taken to see that this system does not lead to undue ine- 
quality in the levels of improvements in different areas. 
Moreover, it may be ensured that the funds are not utilised 
on prestigious, or Show-piece schemes in preference to 
schemes of public utility and convenience. 

Capital Works Budget and Capital Budget 

The limits of expenditure between Revenue and Capital 
are to be determined by actual requirements, the capacity of 
the department to cany out works and the possibility of 
financing them from the two sources. A lower limit would 
tend to flood a large number of works into the capital works 
budget resulting in increased debt charges and leading to ex- 
travagance owing to the facility with which demands of 
spending departments for expenditure could be met by 
means of borrowing. A reasonable limit has thus to be deter- 
mined and adjusted from time to time. 

Non-adjustment of Heavy Suspense 

We would recommend that the concerned departments 
should fully reconcile and adjust the suspense account before 
the close of the financial year. 

Decentralisation in Budget Preparation 

The Committee suggest that the system of preparation of 
budgets on Ward/Zonal basis should be encouraged and 
done on a more formal and scientific basis. At the lower 
level active participation of the councillors could be enlisted 
in the preparation of proposals which would be of distinct 
help in framing realistic proposals. 

Ward/Zonal Budgets 

The Committee feel that the system of consolidating the 
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proposals for all departments at the ward level was necessary 
as it would depict a true picture of the progress of work and 
development in the Ward. 

The Committee therefore recommend that the exercise 
for budget preparation and finalisation should be done in 
not more than 3-4 months commencing towards the end of 
the third quarter of the financial year. 

Methods to keep Constant Watch on Revenue Earnings 
and Expenditure 

Almost all the Municipal Corporations have devised 
some methods of keeping a watch on the accrual of revenues 
and the progress of expenditure. In the Bombay Municipal 
Corporation, the Chief Executive keeps a watch through a 
system of monthly and quarterly returns. These returns are 
designed to record all budget grants and variations therein 
on account of plus and minus, transfers as well as additional 
grants and the final amended grants. Any adverse variation 
from the trend has to be explained. A senior officer of the 
Internal Audit is in charge of this arrangement. The system 
is such that any excess of expenditure over the grant could be 
immediately checked. This regular monitoring is being 
utilised for financial control for taking corrective steps in 
case of a fall m revenues or excess in expenditure and divert- 
ing savings timely for proper utilisation. 

The Delhi Municipal Corporation also has a system of 
periodical returns. However, they have devised another sys- 
tem of preparation of daily consolidated returns of revenue 
from different sources. This return of revenue enabled the 
Municipal Commissioner and the Chief Accountant to keep a 
watch on trend of income on a day to day basis. Similar 
statements are prepared weekly, monthly, quarterly, half- 
yearly and yearly with corresponding figures of previous 
periods and explaining the increases or shortfalls if any. The 
Committee consider this to be a vety salutary practice and 
recommend its adoption by other local bodies. 

Wherever the system of monitoring through returns is in 
vogue, it should however be put on a regular basis. Atleast 
monthly and quarterly returns must be prescribed and the 
results made use of in ensuring proper financial administra- 
tion. The returns should include a statement explaining ad- 
verse variations from the trend so that corrective measures 
could be adopted in time. These returns should be circulated 
to the chairman of the Standing Committee and the Mayor as 
well. 

CAPITAL BUDGET AND BUDGETING FOR 
DEVELOPMENT 

Capita] Budget 

The need of capital budgeting to our mind stands estab- 
lished beyond doubt and it is high time that all the major 
municipal bodies in the country adopt it without further 
delay. 

On account of the comparatively complex nature of the 
capital budgeting process, an oft-repeated complaint is that it 
is not easily understood by the elected representatives, nor 
by the general public and that it quite often makes im- 
plementation difficult. The councillors also shrink away from 
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it for fear of enhancing taxes etc., to finance the capital im- 
provement programmes. Something will have to be done to 
cover these deficiencies and allay these apprehensions in or- 
der to make capital budgeting popular with the municipal 
bodies. 

Present practices in Capital Budgeting 

It is observed that by and large water supply and 
drainage schemes are executed by the State Government. In 
some cases the Improvement Trusts have been set up to ex- 
ecute large scale capital improvement programmes and there 
is no relationship between the capital improvement 
programmes of the municipal body and the Improvement 
Trusts/ Development Authority. It is also seen that in many 
of the capital projects which are executed by the State 
Government on behalf of the local authority, the latter has 
no control over its phasing. 

Contribution for Development Programme 

The major flaws and shortcomings in the existing system 
in so far as capital budgeting is concerned are: 

(a) As the accounts are prepared on only annual receipt 
and payment basis it is not possible to measure, in financial 
terms, the progress of work on any capital work since direct 
relationship is not indicated between the receipt of money 
for a particular project and payments made towards its ex- 
ecution. This gives enough scope to local authorities to 
utilise loans etc. receipt for meeting recurring expenditure. 

(b) The provisions made in the budget are based more 
or less on the actuals of the past year on many minor capital 
works rather than on the basis of needs or actual require- 
ment; in turn there is no long term plan m which needs of 
various areas and services have been assessed and suitable 
projects identified and phasing indicated for purposes of ex- 
ecution. 

(c) Thc budgetary classification is not on the basis of 
functions, programmes and projects. 

(d) Further, it has also been noticed from existing budget 
formats that area-wise data are not presented. Since local 
authority, by its nature of functions, is directly accountable to 
the local people, it is necessary that data should be presented 
in such a way that maximum information with minimum ef- 
fort is available to its residents. It is a fact that the level of 
services pervaded by municipal authorities varies substan- 
tially from locality to locality; hence it is necessary that from 
a study of the budget people would be able to know as to 
how much is being spent on what service in each locality, 
preferably in a zone. This will also help the deliberative wing 
in issuing directives to the executive for enhancing the level 
of a particular service in an area where it is found to be of a 
low standard. 

(e) Also, certain items of capital expenditure are merged 
with revenue expenditure heads; certain other items are 
shown under capital major heads \ ithin the revenue account; 
some others arc initially debited to capital major heads out- 
side the revenue account and then transferred back to 
revenue account. 

Under the present system of budget formulation it is ob- 
served that there are no set practices or procedures for in- 


volving the deliberative wing either in laying down guiding 
policies or evaluating the performance of the executive. In- 
formation collected through the questionnaire indicates that 
in over 50 per cent of the municipalities the standing com- 
mittees do not provide either guidelines in the selection or 
schemes prior to budget preparation or evaluate the perfor- 
mance on the sanctioned ones. 

Requirements of Capital Budgeting 

That process and presentation format of capital budget 
have to change. Any reform which has to be brought into 
this field should meet the following requirements: 

(i) Capital budget must be clearly distinguished from 
revenue or maintenance budget but its linkages with the lat- 
ter must be clearly shown. 

(ii) Capital budget must be easily understood and ap- 
preciated by the elected representatives and the general 
public and for this purpose the statements must indicate 
clearly the existing status, the improvements proposed, the 
costs of such improvements and how these costs will be met 
by the local body out of different resources such as grants, 
loans, internal receipts, new levies etc. 

(in) As capital improvement programmes have neces- 
sarily to spread over a number of years, the budget must 
show the year-wise programme indicating the physical targets 
proposed to be achieved each year. It must also show the 
year-wise financial outlays and the benefits, both interim and 
final, to be realized in concrete terms. 

(iv) As capital improvement programmes are to create 
assets, the accretion to the assets of the local body should be 
clearly brought out and the manner in which the assets will 
be maintained should be precisely indicated. 

(v) Whenever these are to be financed from local 
resources it must be clearly shown where the resources are to 
come from. The funds thus generated should be tied up with 
the programme and this fact made clearly visible in the 
budget statement. 

The classification of items in the annual budget should 
be such as would clearly bring out the efforts of local bodies 
in each sector. It is recommended that classification as sug- 
gested by the Team on "Reforms in the Structure of Budget 
and Accounts" appointed by the Government of India should 
form the framework under which the detailed items of the ac- 
tivities of local authorities should be classified. An All-India 
uniformity in the last detail may not be possible at this stage. 
Each State Government may, therefore, undertake this work 
for its local bodies and prescribe a uniform classification. 

Preparation of the Capital Budget 

Forms for the preparation of capital budget arc given in 
Appendices. These have been designed so as to bong the 
concept of long term development, a rolling plan and a cur- 
rent year capital improvement programme. This will give a 
clear picture of the schemes, how they are proposed to be 
finalised, the manner in which the capital is to be paid for if 
taken on loan and the extent of -internal resources required 
to be mobilised and the manner of doing so. 
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L Cwreat Status of Capital Improvement Programmes 

Detailed physical units. This table (Appendix XI) is to comprise only physical data for each scheme. 

Appendix XI : CURRENT STATUS OF CAPITAL IMPROVEMENT PROGRAMMES (DETAILED) PHYSICAL UNITS 


SI 


Major Head / 
Minor Head 


Salient features 


Achievements, Present and Future 


Remarks 


of the schemes, 

Two 

One 

Current 

First 

Second 

purpose, targets. 

years 

year 

year 

year 

year 

year of commenc- 

prev- 

prev- 


following 

following 

ement, expected 

ious 

ious 


thecurre- 

the curre- 

year of comple- 

to the 

to the 


entyear 

entyear 

tion 

current 

current 





year 

year 




3 

4 

5 

6 

7 

8 


Notes 

(a) In the case of new schemes, columns 4&5 will not the filled. 

(b) In the case of a short term scheme, only 5 & 6 or 6 & 7 get filled up. 

(c) CoIumns 4 & 5 refer to continuing schemesionly. These schemes which have been compiled previously need not be shown. 


n. Current Status of Capital Improvement Programme - (Detailed and Financial): Table (Appendix XII) corresponding to table 
(Appendix XI). Information in this table will contain only financial data. 

Appendix XII : CURRENT STATUS OF CAPITAL IMPROVEMENT PROGRAMMES (DETAILED FINANCIAL) 


SI. 

Major Head/ 

Salient features 

Achievement - Financial in Rs. 


Remarks 

No. 

Minor Head 

of the scheme, 

TWo 

One 

Current 

First 

Second 



total cost, 

years 

year 

year 

year 

year 



year of commence- 

prev- 

prev- 


following 

following 



ment, expected 

ious 

ious 


the curre- 

the curre- 



year of comple- 

to the 

to the 


ent year 

ent year 



tion 

current 

current 







year 

year 




1 

2 

3 

4 

5 

6 

7 

8 9 


Notes (a) In the case of new schemes, columns 4&5 will not the filled. 

(b) In the case of a short term scheme, only 5 & 6 or 6 & 7 get filled up. 

(c) Columns 4 & 5 refer to continuing schemes only. The schemes compiled previously need not be shown. 

III. Current STatus of Capital Improvement Programme - Physical and Financial Abstracts (appendix XIII). This table is sup- 
ported to provide an abstract of data given in preceding two tables. It is presumed that Counrillots etc. will be concerned 
with analysis of this table only since it dpes not contain details about each scheme. 

Appendix XIII : CURRENT STATUS OF CAPITAL IMPROVEMENT PROGRAMMES (PHYSICAL AND FINANCIAL 
ABSTRACTS) 

SI Major Head/ Brief Descrip- Achievements Remarks 

No. Minor Head tion of the Two years One year Current First year Second year 

scheme previous to previous to year following following the 

current current the current current 

year year year year 

Physi-Finan- Physi-Finan- Physi-Finan- Physi- Finan- Physi- Finan- 
cal rial cal dal cal rial cal rial cal rial 

1 2 3 4 5 6‘ 7 8 9 10 II 12 13 14 


Note : Only total targets are to be indicated and brought from the Appendix XI & XII. 


IN’ INDIA, 1972 
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IV. Finanring of Capital Improvement Programme: Detailed outlays; (Appendix XIV) This table is to throw light on the man- 
ner in which each scheme is to be financed. 

Appendix XIV : [Financing of Capital Improvement Programmes (Detailed outlays] 




Total Scheme:Financing 


Financial outlay in the year previous to the 

SI. 

Major Head/ 
Minor Head 

Descrip- 
tion of 
scheme 

Total 

outlay 

Central State Internal 

Resource 

Loans Grant Loans Grant Revenue Loans 

s - u r p 1 u s 

1 

2 

3 

4 

5 

6 7 

8 9 10 

Total outlay 

Central 

Loans Grant 

State 

Loans Grant 

Internal 

Revenue 

Surplus 

Resource 

Loans 

Total outlay 

Central State 

Loans Grant Loans Grant 

11 

12 13 

14 15 

16 

17 

18 

19 20 21 22 

Internal Resources 

Revenue Grants 

Surplus 

Total outlay 

Central 

Loans Grants 

State 

Loans Grants 

Internal Resources 
Revenue Loans 
surplus 

23 

24 

25 

26 

27 

28 29 

30 31 


V. Financing of Capital Improvement Programme: Abstract by major heads: (Appendix XV). This table is only abstract of the 
data given in (Appendix XIV). As mentioned earlier to be presented to councillors etc. giving broad details only. 

Appendix XV : (FINANCING OF CAPITAL IMPROVEMENT PROGRAMMES (DERAILED OUTLAYS)] 




Total Scheme: Financing 

Financial outlay in the year previous to 

SI. 

Major Head/ 

Descrip- 

Total 

the current year. 

Central State 

Internal 

No. 

Minor Head 

tion of 

outlay 


Resources 

1 . 

2 

scheme 

3 

4 1 

Loans Grant Loans Grant 

5 6 7-8 

Revenue Loans 
surplus 

9 1 0 


Total outlay Central 

Loans 

Grant 

State 

Loans 

Grant 

Internal 

Revenue 

Resources 

Loans 

Total outlay 

Central Stale 

Loan Grants Loan Grant 

11 12 

13 

14 

15 

16 

17 

18 

19 20 21 22 

Internal Resources 

Revenue Grants 
surplus 


Total outlay 

Central 

Loans Grants 

State 

Loans Grants 

Internal Resources 
Revenue Grants 
suiplus 

23 24 


25 


26 

27 

28 29 

30 31 
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yi- Prve Year Development Programm e: Detailed Table (Appendix XVT). This table relates to the five year programme if it 
had been worked out. This table is expected to give the overall details of physical programme under each major head and its 
financial terms under each scheme for a period of five years. 

Appendix XVI : FIVE YEAR DEVELOPMENT PROGRAMMES (DETAILED) 


Si. 

No. 


1 


Major Head Descrip- 
Minor Head tionof 
outlay 


2 3 


Total Achi- 

Achievements Achievements Achievements Achievments 

Achievements 

evements and 

and outlay in 

and outlay in 

and outlay in 

and outlay in 

and outlay in 

outlay 

I year of 

the II year 

the III year 

the IV year 

the V year 


plan 

of plan 

of plan 

of plan 

of plan 

Phy- Fina- 

Phy- Fina- 

Phy- Fina- 

Phy- Fina- 

Phy- Fina- 

Phy- Fina- 

sical ncial 

sieal ncial 

sical ncial 

sical ncial 

sical ncial 

sical ncial 

4 5 

6 7 

8 9 

10 11 

12 13 

14 15 


Note; Indicate which year of the plan is the current year in the table and encircle it with bold lines. 


VII. Five Year Development Programm e: Abstract Table (Appendix XVII). This is an abstract of the preceding table. 
Appendix XVII : FIVE YEAR DEVELOPMENT PROGRAMMES (ABSTRACT) 


SI. 

No. 


1 


Major Head Descrip- 
Minor Head tionof 
outlay 


2 3 


Total Achi- 
evements and 
outlay 


Phy- Fina- 
sical ncial 

4 5 


Achievements Achievements Achievements Achievements Achievements 

and outlay in 

and outlay in 

and outlay in 

and outlay in 

and outlay in 

I year of 

the II year 

the III year 

the TV year 

the V year 

plan 

of plan 

of plan 

of plan 

of plan 

Phy- Fina- 

Phy- Fina- 

Phy- Fina- 

Phy- Fma- 

Phy- Fma- 

sical ndal 

sical ncial 

sical ncial 

sical ncial 

sical ncial 

6 7 

8 9 

10 11 

12 13 

14 15 


Note; Indicate which year of the plan is the current year in the table and encircle it with bold lines. 
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VM . Financial Working of Capital Improvement Programme: Detailed (Appendix XVII). In this table the receipts and amen 
diture on capital budgets are balanced by indicating various receipts and expenditures. ^ n ' 

Appendix XVIII : FINANCIAL WORKING OF CAPITAL IMPROVEMENT PROGRAMMES (DETAILED) 

Year Previous to current year 

SI. Major Head Expenditure Receipts 

No. Minor Head 


Scheme On new *On capital Repayment Total Grants Loans Capital# Internal Total 
works maintenance (External) (Extemal)(receipts resources 


1 2 

3 

4 5 6 7 

8 9 

10 

11 

On new 
works 

12 


Current Year 

Expenditure Debt 

*On capital Repayment Total Grants 
maintenance (External) 

13 14 15 16 

Receipts 

Loans 

(External) 

17 

Capital 

receipts 

18 

Internal Total 

resources 

19 20 



Expenditure 




Receipts 

, 


On new 

On capital 

Debt Total 

Grants 

Loans 

Capital 

Internal 

Total 

works 

maintenance 

Repayment 



receipts 

resources 


21 

22 

23 24 

25 

26 

27 

28 

29 


# Capital receipts include all moneys realised on sale, hire purchase payment, premier etc. from the projects. 

• Capital maintenance includes costs incurred on projects which have been partially and fully completed but which have not yet 
been handed over for normal maintenance. 


DC Finandal Working of Capital Improvement Programme: Abstract (Appendix XIX). This is an abstract of Appendix XVIII 
for quick reference. 

Appendix XIX : FINANCIAL WORKING OF CAPITAL IMPROVEMENT PROGRAMMES (ABSTRACT) 

Year Previous to current year 

SI. Major Head Expenditure Receipts 

No. Minor Head Debt 

Scheme On new *On capital Repayment Total Grants Loans Capital Internal Total 
works maintenance (External) (External) receipts resources 

12 34 5 67 89 10 11 


Current Year 


On new 

Expenditure 
*On capital 

Debt Total 

Grants 

Receipts 

Loans 

Capital# 

Internal 

Total 

works 

maintenance 

Repayment 

(External) 

(External) 

receipts 

resources 

20 

12 

13 

14 15 

16 

17 

18 

19 




Year following the 

current year 






Expenditure 



Receipts 



Total 

On new 

On capital 

Debt Total 

Grants 

Loans 

Capital 

Internal 

works 

maintenance 

Repayment * 



receipts 

resources 

29 

21 

22 

23 24 

25 

26 

27 

28 


# Capital receipts include all money realised on sale, hire purchase payment, premier etc. from the projects. 

* Capital maintenance includes costs incurred on projects which have' been handed ovir for normal maintenance. 
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broad functional classification by Major and Minor Heads to 
be adopted by all the Municipal bodies in the State keeping 
in view, inter alia, the need for obtaining comparative costs 
of municipal services. Each municipal body can then evolve a 
two-tier classification to suit its requirements bearing in mind 
the need to obtain comparative data on the performance of 
different units, especially maintenance services. The last tier 
classification, which indicates the inputs or the nature of ex- 
penditure, should again be standardised by State Govern- 
ments for all the municipal bodies so as to facilitate collec- 
tion of data on a uniform basis on the cost of various serv- 
ices. 

Monitoring Evaluation 

It seems to us at once necessary and feasible to prepare 
periodical progress reports on the execution of various 
programmes. Specially, we think it should be possible for the 
departmental heads to submit monthly progress reports in 
both financial and physical terms to the Commissioner and 
the departmental or zonal standing committees wherever 
they exist At the end of each quarter, it should be possible 
for the Commissioner to submit a comprehensive progress 
report to the deliberative wing, which may be discussed by 
the latter in the same way as the regular Budget 

Study of Comparative Costs of Municipal Services 

State Governments make a study of the unit cost for dif- 
ferent types of services in the municipal bodies so as to per- 
suade the municipalities, which may be indulging in ex- 
travagance, to adopt more realistic norms for the sanction of 
staff, etc. It is necessary to locate a suitable cell for this pur- 
pose in the office of the State Director of Municipalities. 

Intensive Efforts in Selected Municipalities 

We feel that if intensive efforts are made by the State 
Governments to introduce the system successfully in one or 
two carefully selected municipalities, the example of such 
success is bound to encourage the other municipalities to 
adopt the system quickly. We, therefore, recommend that, 
to begin with, one or two municipalities in each State may be 
selected for this purpose and the expertise available at the 
Central and State levels may be drawn upon to install the 
performance budgeting system in the selected municipalities 
within a reasonable period of time. 

FINANCIAL CONTROL 

Clearance of Schemes 

We have already recommended that the State control on 
municipal budgets should be indirect. In our opinion, the 
State Governments should retain to themselves the powers of 
indicating guidelines, setting out standards and providing by 
laws, regulations and budgetary patterns. The local bodies 
should be free to act within the framework provided and 
should be required to submit copies of the budgets, and 
returns regularly. The State Governments should intervene 
only if the acts of the local authorities arc found to be incon- 
sistent with the law and the standards laid down or if there is 
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a serious abridgement of financial propriety. The State 
Governments may, however, continue to insist on their prior 
approval of the budget in the case of indebted municipal 
authorities which should be so declared for specified periods. 
By indebted authorities we mean the authorities which are 
unable to meet their obligations of timely repayment of the 
principal and the interest. We are, however, conscious of the 
fact that the proposals regarding changes in the rates of 
taxes, for levying new taxes and the schemes financed from 
State Government grants and loans will continue to be 
referred to the State Government for approval. In such cases 
the Committee would stress the need for expeditious deci- 
sions of the Government on a time bound basis. 

The Committee would, therefore, recommend that in 
matters of sanction of estimates etc. such municipalities 
should also be given the liberty of sanctioning the estimates 
at the local level as far as possible. The State Government 
might, however, scrutinize such schemes as require higher 
technical competence which may not be available at the local 
level. The Committee noted that all major works in the 
municipalities are executed through the Sate Public Health 
Engineering Departments. The Committee would, however, 
recommend that in these matters of major works too the 
State Governments should progressively give more powers to 
major municipalities to enable them to develop expertise, 
maturity of judgment and a higher sense of responsibility. 
After all, they arc accountable to the local community and 
should be made to feel its impact. By taking too much upon 
itself to avoid all risk, the State Government not only helps 
provide a spurious alibi to local authorities but almost cer- 
tainly prevents or delays their full flowering into purposeful 
and responsible democratic institutions. 

The Committee recommend that the conditions for ad- 
vancing loans and providing grants-in-aid be rationalised and 
the procedure for their sanction simplified. It is further 
recommended that the procedures for sanctioning the levy of 
taxes and/or revising the rates of taxes should also be 
simplified. 

Control at Intermediate level 

The recommendations and suggestions made in respect 
of the State control arc also applicable to the system of con- 
trol by State functionaries at the intermediate level. 

Submission of Progress Report 

The Committee would wish that the State Government 
would keep itself well informed about the functioning of the 
local authorities within its jurisdiction. 

Approval of Estimates 

The Committee recommend that the powers of the Com- 
missioner to sanction estimates be fixed at rupees one lakh. 
In cities with a population of over two million, this limit may 
be rupees two lakhs. There may, however, be a system of 
reporting all estimates above rupees fifty thousand approved 
by the Commissioner to the Standing Committee. 

Delegation of authority to lower level officers 

The Committee feel that the Commissioner should be 
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empowered to delegate some of his powers, upto certain 
limits, to the departmental heads and their senior aides This 
could, however, be left to the discretion of the Commissioner 
to be exercised by him keeping in view the local conditions 
and the level and competence of officers available under him. 
In this way the burden of the Commissioner will be lessened 
and speedier decision-making and implementation take place 
not only to public advantage but will also be useful in the 
matter of utilisation of funds provided in the budget. He 
should, however, keep a check through regular reports and 
inspections of concerned files from time to time. 

Award of Contracts 

The Committee would like to point out that in the State 
Government departments there is a system of devolution of 
financial powers among various subordinate levels. A similar 
system could be adopted in the Municipal Corporations as 
well, in view of the fact that a high degree of decentralisation 
would lead to efficiency. 

Other Financial Powers 

The Commissioner and the departmental heads should 
be given powers within the departments they control cor- 
responding to those available to their counterparts in the 
State Departments, as well as for expenditure from contin- 
gencies. This should apply to the Municipal Corporations as 
well as large municipalities. 

Powers of Standing Committee 

The Committee recommend that the powers of 
-sanctioning the estimates by the Standing Committee should 
be fixed between rupees one lakh and rupees five lakhs. This 
recommendation applies to the Committees inchargc of 
municipal undcrtala'ngs, like transport, electricity supply, 
water supply etc. 

Contracts Committee 

The Committee noted that the Madras Municipal Cor- 
poration has a small committee called the Contracts Com- 
mittee comprising the Mayor, the chairman of the functional 
committee concerned and the Municipal Commissioner 
which approves the tenders and awards contracts. The Com- 
mittee commend this practice to other corporations for adop- 
tion. This will, however, be applicable only to those cases 
which are not covered by the powers of the Municipal Com- 
missioner. In this way the work would be disposed of quickly 
and the chances of making a bad selection, etc. would be min- 
imised. The Standing Committee need not be burdened with 
the responsibility of scrutinising tenders, awarding contracts, 
etc., which should be done by the executive wing. 

Powers of the Council 

The Committee consider that the powers entrusted to 
the council need to be fixed beyond certain higher limits. In 
'an earlier paragraph the Committee have recommended a 
limit of rupees five lakhs for estimaics to be approved at the 
Committee level. Accordingly, only those estimates as are 


above this limit should be put before the council for ap- 
proval. 

Financial Control In Municipalities 

The Committee recommend that the various authorities 
in the municipalities may be vested with financial powers as 
indicated below: 

(a) Approval of Estimates: In municipalities with 
population above one lakh, the Chief Executive Officers 
should be empowered to sanction estimates upto the value of 
Rs. 50,000 if the scheme is covered by the budget. All sanc- 
tions should, however, be reported to the Executive Com- 
mittee within a fortnight. The limit upto which the Executive 
Committee may sanction estimates maybe Rs. 2 lakhs. 

In the case of municipalities with population between Rs. 
50,000 and 1,00,000 the powers of the Executive Officer and 
the Executive Committee be fixed at Rs. 25,000 and Rs. 1 
lakh, respectively. 

The limits of sanctioning estimates in respect of other lo- 
cal authorities may be fixed by the State Governments taking 
into account the income of the local body and the status of 
the officers employed. 

(b) Awarding Contracts: In the matter of awarding con- 
tracts, the officers in different local authorities may be given 
powers equivalent to powers enjoyed by officers of the cor- 
responding status in the State Government departments. 
The Municipal Council should have full powers to award con- 
tracts for the estimates approved by the State Government. 

MUNICIPAL ACCOUNTS AND AUDIT 

Municipal Accounts 

We recommend that the State Governments may 
proceed to reform the formats of budget and accounts to 
serve the following purposes: 

(a) The budget and account documents may become 
simple and easily comprehensible. 

(b) These may serve as effective tools of management. 

It is suggested that the distribution of capital and 
revenue accounting should be introduced in the case of 
municipal remunerative enterprises forthwith, with the ul- 
timate obj'cct of extending it as far as possible, to other 
spheres of municipal services, wherever not obtaining. 

Audit 

We recommend that the existing system in most 
municipal corporations of audit being independent of the ex- 
ecutive but responsible to the council should continue. The 
Chief Municipal Auditor should, however, be appointed by 
the State Government. The reform should, therefore, be 
from within. We also recommend that there should be a 
statutory standing committee of the council on the lines of 
the Public Accounts Committee of' the 
Lcgislaturc/Parliament which may be entrusted with the duty 
of considering Municipal Chief Auditor’s suggestions and ob- 
j'ections and which should be in a position effectively to direct 
the executive and the deliberative wings to comply with its in- 
structions. The Councillors who are members of this com- 
mittee should be debarred from the membership of any other 
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functional committees. 

We feel that the audit should not only be progressive and 
enlightened in outlook but should be appreciative of the dif- 
ficulties of the executive. The audit should give greater em- 
phasis on evaluation of efficient performance rather than just 
confining itself to the regulatory aspect as is the case at 
present 

We feel that once the drawbacks and loop-holes have 
been highlighted by the audit and necessary reform brought 
about in the procedure or the suggestions deemed unaccep- 
table by the council, there is no point in keeping the audit 
objections alive on record or repeating them in future 
reports. All long standing audit objections may be 
scrutinised in the light of the aforesaid observation and 
dropped, as far as possible. 

We further feel that the controversy regarding the role 
of audit is largely due to lack of appreciation on the part of 
auditors and councillors/executives of the importance of each 
other’s activities. We feel that there is need to create a 
proper atmosphere wherein the executives, the councillors 
and rhe auditors have mutual trust in the good intentions of 
each other. For this, the lead will have to be given by the 
councillors. 

System of Audit 

We feel that concurrent and pre-audit may curb initiative 
and lead to delay in the process of implementation. We do 
not regard these suitable for efficient functioning of local 
authorities. Having recommended the system of post-audit, 
we would like to emphasise the importance of internal audit 
which enables the local authority to exercise a check on the 
propriety and level of expenditure and ensures observation of 
financial rules and regulations. However, in many local 
bodies, the system of internal audit is not yet very effective 
for the reasons that their accounts departments are not ade- 
quately equipped for this purpose. We would like to recom- 
mend that this department should be suitably strengthened 
and the personnel properly trained so that the internal audit 
could play its role usefully. 

PERSONNEL AND TRAINING 

Adequacy of Personnel 

The Committee would like to suggest that the State 
Governments may keep the following principles in view, 
which should apply to the personnel employed in accounts 
and audit departments also: 

(a) The posts in the Municipal Corporations and large 
municipalities should be comparable to the posts at the cor- 
responding levels of the State Government in so far as the 
basic attributes enumerated above are concerned. 

(b) The selection to the posts should be on the basis of 
merit. A suggestion often made and worth consideration is 
the creation of a Municipal Service Commission. 

(c) Statewise cadres be established for various posts so 
that persons joining the service will have reasonable oppor- 
tunity to advance in their career. 

(d) Adequate incentives and facilities be provided to the 
employees who undergo training. 

(e) A regular system of assessment of work and perfor- 


mance should be introduced through supervisoiy channels. 
Specialisation 

The Committee recommend that the Municipal Corpora- 
tions and large municipalities should adopt modern methods 
and techniques of keeping accounts by employing machines. 
The machines would be particularly useful in maintenance of 
accounts and timely issue of bills relating to property taxes, 
electric and water charges and other municipal services re- 
quiring periodical and repetitive billing and .collection. 
However, we would like to add a word of caution about 
employment of machines. Experience with these machines in 
other organisations has shown that unless the general level of 
personnel is of a reasonably high order of efficiency and 
these are operated .and maintained by qualified personnel, 
the intended benefits do not accrue and the machines tend to 
be a liability. Further, in the present state of our economy 
when unemployment problem is pretty serious, replacement 
of men by machines may not be advantageous. The machines 
should therefore be introduced for the purpose where ef- 
ficiency cannot be attained by employing more hands. 
Before machines are introduced employment of qualified 
operational and maintenance staff should be a pre-requisite. 

Training and Orientation 

The Committee recommend that the National and 
Regional Centres should organise training and orientation 
course on a regular basis for personnel at different levels in 
these departments. The Institute of Secretariat Training and 
Management functioning under the Department of Personnel 
of the Government of India has been running regular courses 
for ministerial personnel of the Central Secretariat and its at- 
tached offices. The Municipal Training Centres could take 
advantage of the expertise and materials developed by the 
I.S.T.M. 

We suggest that the Central Ministry of Works and 
Housing should undertake through the Indian Institute of 
Public Administration (National Centre for Training and 
Research in Municipal Administration) about six training 
courses for the middle level staff connected with budgeting 
and accounting in selected municipalities and six seminars for 
the top officials and elected representatives. Suitable 
complements of officials at the State level may be associated 
with these training/orientation programmes so that they can 
gain sufficient experience to pursue the programme at the 
State level. Later, these activities may be conducted by the 
Regional Centres of Training and Research in Municipal 
Administration on a regular basis. 

Disciplinary Matters 

The Committee noted that the Chief Accountant and the 
Chief Auditor in Municipal Corporations arc very senior of- 
ficers and are sometimes appointed from the All India cadre. 
These departmental heads should, therefore, be responsible 
for disciplinary control over the staff employed in their 
departments subject to the over-all administrative control of 
the Municipal Commissioner. These officers could also be 
given the powers of writing the assessment reports of their 
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subordinates which could be reviewed by the Commissioner. 
They could also be empowered to award minor punishments 
upto certain level subject to the appellate jurisdiction of the 
Municipal Commissioner. The powers of awarding major 
punishments should vest in the Municipal Commissioner and 
the appellate jurisdiction in such cases given to the Mayor, 
except in the case of Municipal Chief Auditor and his staff 
who are not under the control of the Municipal Commis- 


sioner. In their case, the Chairman of the Standing Com- 
mittee or the Mayor depending upon the provisions in the 
Municipal Act should be the reviewing authority. The exist- 
ing practice of putting such matters before the Standing 
Committee may be given up. Since the Commissioner is the 
head of the Executive Wing he should have full control over 
the Municipal personnel. 
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(i) To examine the physical and administrative condi- 
tions of the jails and to suggest ways and means of improv- 
ing them; 

(ii) To lay down standards in respect of different services 
and facilities in the jails; 

(iii) To examine the position in respect of the existing 
prison accommodation and lay down guidelines for construc- 
tion of new prison buildings; 

(iv) To* analyse the factors hampering the growth of 
prison development and formulate training programmes for 
the prison staff; 

(v) To lay down an order of priorities for the prison 
development schemes; 

(vi) To suggest ways and means for incorporating the 
principles of reformation and resettlement of the criminals in 
the system of administration of the jails and the treatment of 
the criminals; 

vii) To consider other allied matters concerning prisons 
and prisoners. 
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RECOMMENDATIONS 

A Review of Prison Reforms in India 

The entire system of the prison administration calls for a 
thorough overhaul and many-pronged reforms. The develop- 
ment of the Prison and Correctional Administration should 
no longer remain divorced from the national development 
process A provision of Rs. 100 crorcs should be made in the 
5th Five Year Plan to cover the following aspects of the 
Prison Administration: 

(1) Improvement of existing buildings, and construction 
of new buildings for under trials and the various categories of 
prisoners. 

(2) Construction of residential accommodation for the 
stiff. 

(3) Modernisation of industry and agriculture in prisons 
and correctional institutions. 

(4) Provision of scientific and technological facilities in 
prisons, such as secret, fire-fighting, alarm and communica- 
tion arrangements. 

(5) Basic, refresher and specialist training of prison per- 
sonnel from the policy making to the lowest levels. 

An Analysis of Prisons and Prisoners 
In One Decade (1961-70) 

There should be a one-tinfe review of the cases of nil 
under-trial prisoners throughout the country in 1974, aimed 
at releasing those prisoners who have committed offences 
only of a minor nature or who are not habituals or who have 
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already undergone undertrial detention for periods longer 
than what they may be sentenced to at their trial or whose 
cases Have been pending investigation with the Police without 
the filing of charge-sheets for more than 6 months of the in- 
vestigation/ trials or whose cases are held up because of one 
or more insoluble problems like difficulty in the conduct of 
identification proceedings of person or property, non- 
availability of witnesses, etc. We believe that a review of this 
kind can be carried out by the magistrates and judicial of- 
ficers concerned with the assistance of the prison authorities 
and will serve a very useful purpose not only of bringing 
down the jail population to manageable proportions but also 
of reducing the heavy arrears in courts and will enable both 
the police and the courts to concentrate on the cases of un- 
dcrtrial prisoners who constitute the real threat to peace and 
good order in the country. It may be found during this 
review that while some prisoners can be released straightway, 
others can be released on bail, with or without sureties. 

The cases of convicts should also be reviewed to deter- 
mine which of them can be surely released on parole with or 
without conditions. 

Similar reviews may be undertaken on a state basis from 
time to time whenever the undertrial population exceeds the 
capacity in the prisons substantially. 

National Policy on Prisons 

The time has come when we must adopt a National 
Policy in respect of the Prison and Correctional Administra- 
tion. The main elements of this policy should be as follows: 

(1) A suitable system should be established for coordina- 
tion among the judiciary, the police and the prison and cor- 
rectional administration for the effective prevention of crime 
and treatment of offenders. 

(2) ' The reassimilation of the offender in society and the 
prevention of crime should be the principal goals for the 
Criminal Justice System. The goals of the prison administra- 
tion will be the employment of all resources, human and 
material, to provide scientific treatment to every offender ac- 
cording to his peculiar needs and circumstances. 

(3) The concepts of deprivation of liberty and segrega- 
tion from society should be limited mostly to the habitual, 
the incorrigible and the dangerous criminals. Short-term im- 
prisonment does not serve any useful purpose. The fullest 
possible use should be made of the various alternatives to 
imprisonment, as well as open prisons. Non-institutional or 
semi-institutional forms of treatment should be resorted to 
as far as possible. 

(4) Simple imprisonment should be abolished as a form 
of punishment. 

(5) Scientific classification of prisoners and diversifica- 
tion of institutions arc essential for treatment programmes in 
prisons. 

(6) Juveniles and young adults should be kept away from 
adult institutions. Institutions for them should be provided 
with special facilities for treatment and rehabilitation. 

(7) There should be close coordination between the 
prison and the probation and other correctional services. 
The prison administration should be treated as an integral 
part of the Social Defence component of the national plan- 
ning process. 

(8) Free legal aid should be provided to all indigent 
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prisoners. 

(9) The prisons should have facilities for work 
programmes aimed at equipping the offenders for return to 
society with skills to help in their socio-economic rehabilita- 
tion. 

(10) The treatment services in prisons should include 
proper medical and health services, diversified education, 
vocational training, correctional social work in consonance 
with the social and criminal history, the physical and mental 
capacities and the length of the sentence of individual 
prisoners. 

(11) The interests of prisoners and of vocational training 
should not be subordinated to considerations of financial 
gain from prison agriculture and industry. 

(12) Prisoners should be provided with minimum 
facilities for a simple living with proper clothing and accom- 
modation, segregation, personal hygiene, a balanced healthy 
diet, open area for exercise and recreation on accepted mini- 
mum standards and opportunities of communication with the - 
outside world through a liberal system of interviews and cor- 
respondence. 

(13) The prison administration should encourage inmate 
participation in institutional management in suitable areas 
such as sanitation, canteen, food and cultural activities to cul- 
tivate in the prisoners a sense of responsibility and participa-, 
tion. 

(14) There should be a systematic periodic review to 
determine which offenders can be safely released prema- 
turely, subject to specific conditions or otherwise. This may 
be coupled with a system of parole supervision. 

(15) Undertrial prisoners should be lodged in separate 
institutions as far as possible and facilities should be 
provided to them for work on a voluntary basis. 

(16) The prison administration should develop cadres of 
prison officers with basic academic qualification and 
specialised training in the theories and practice of correc- 
tional work and institutional management 

(17) Suitable pay scales, prospects for promotion, oppor- 
tunities for professional growth and job satisfaction should 
be provided to the prison staff so that they may develop the 
image of an important social service. 

(18) A humane, efficient and well-organised system of 
after-care and the rehabilitation of offenders should be a 
continuous part of the prison programmes. 

(19) The Union and State Governments should declare 
unequivocally that there will be no bar or restriction on the 
employment of ex-convicts of specified categories in the 
public services after a due scrutiny of the prison reports cer- 
tifying to their abilities and qualities. 

(20) The prison administration should systematically in- 
volve enlightened individual citizens, associations, societies 
and other community agencies in the treatment, after-care 
and rehabilitation of offenders. 

Alternatives to Imprisonment and 
Legislation Affecting Prisons 

One of the first things that should be done to improve 
the situation in the prisons is to separate the remand 
prisoners from the convicts. For this purpose, apart from the 
net-work of sub-jails, some bigger custodial centres with ade- 
quate facilities to house undertrials should be developed at 
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suitable places where most of the courts are located. 

The Indian Penal Code (Amendment) Bill, 1972 provides 
for certain new punishments, such as extemment, payment of 
compensation to victims, corrective labour and public cen- 
sure. These alternatives can be purpose-fully adopted by the 
Courts in India for certain categories of offenders, m keep- 
ing with their personality traits, economic back-grfaund and 
capacity to respond to various modes of correctional treat- 
ment Where the home environment is good, the simplest 
treatment of admonition produces the best results. 

Suitable provision should be made in the Criminal Pro- 
cedure Code that fines imposed in criminal trials maybe paid 
through compulsory work at Wort Centres. 

Release on probation, with or without supervision, is the 
most important, the most practicable and economical of the 
alternatives to imprisonment The states which are still con- 
tinuing with their own Probation-of Offenders Acts or where 
no Probation Act is in force, should adopt the Central Act 
without delay. 

It is necessary to extend the scope and usefulness of the 
system of releasing first offenders on probation io adult first 
offenders also, except in the cases of those convicted of 
heinous offences, in the same manner as is applicable to 
juvenile and adolescent first offenders. 

Various forms of extra-mural treatment at Attendance 
Centres, Work or Training Centres, Weekend Detention 
Hostels or Camps etc. can be imposed as conditions attached 
to the probation order issued by the Court. 

A system of corrective labour in Work Centres may be 
advantageously introduced for certain categories of offenders 
sentenced to short terms of imprisonment. Such corrective 
labour should be organized outside the jails, and not in jails, 
as proposed in (he I.P.C (Amendment) Bill, 1972. This 
could be done, where possible, in conjunction with national 
and public projects. 

The system of compensation to victims should be made 
workable in the case of indigent offenders by placing them in 
Work Centres or by adopting the Swedish Day Fine System. 

The age of criminal liability prescribed in the Indian 
Penal Code should be raised uniformly to 12 years. 

Simple imprisonment as a punishment should be 
abolished, as indolence only harms the mental and physical 
health of the prisoners. 

The Central Government may recommend the adoption 
of a uniform approach to parole by the States/UTs. 

Children Acts should be enforced throughout the 
country and should be implemented earnestly to ensure that 
juvenile offenders do not have to come to institutions meant 
for adults. 

Government of India should enact a special legislation to 
cover offenders of the age group 16-25 years for the Union 
Territories so that the State Governments would have a 
ready-made model legislation which they can adopt with 
suitable modifications. 

The time has come for enacting a consolidated new legis- 
lation in place of the existing Prisons Act, '1894, Prisoners 
Act, 1900 and Transfer of Prisoners Act, 1950, which can 
open the door for progressive prison policies in tune with the 
latest thinking and practice all over the world. It is necessary 
that the Constitution should be amended to include the sub- 
ject of prisons and allied institutions in the concurrent list; so 
that the new prison legislation can be enacted centrally for 


uniform application throughout the country. The draft of 
such a legislation already before the Ministry of Home Af- 
fairs should be taken up for enactment as early as possible. 

The housing of civil prisoners in prisons for convicts is 
not desirable. It may be examined whether any suitable al- 
ternative arrangements can be made for this purpose and 
also whether some system can be established whereby civil 
convicts can be made to undertake some useful social activity 
while in confinement, which can help them even in discharg- 
ing their crvil liabilities. 

The enactment of a new Indian Mental Health Law 
should receive adequate priority. Pending such legislation, 
the State Governments should create necessary facilities for 
the observation, treatment, care and rehabilitation of all 
mentally sick persons so as to prevent such persons being 
sent to jails. 

The States which have no Habitual Offenders Restriction 
Act should enact a suitable Law on the subject. 

Departmental Organisation and Co-ordination 

The correctional services for the young adult offenders, 
probation and adult aftercare should be coordinated in one 
department and that the Inspector General of Prisons should 
be designated as the Director of Correctional Services also. 
The Department should continue in the charge of the Home 
Department at the Secretariat level. The administration of 
the Children Act and the institutional services relating to 
children, including juvenile delinquents, may be the respon- 
sibility of the Social Welfare Department. In filling the post 
of Inspector General of Prisons, special care should be taken 
that only persons with sufficient knowledge and suitable ex- 
perience are considered, and if a suitable departmental of- 
ficer is available, he should be given preference. States 
should create the necessary infra-structure for a change-over 
from custody to correction in the jail administration so that it 
may be possible for this administration itself to throw up per- 
sons suitable to head the department. The Inspector 
General of Prisons should be assisted by Deputy Inspectors 
General of Prisons; Directors of Probation, Youth Correc- 
tion, and After-Care, Industries and Vocational Training and 
Agriculture; and Chief Officers of Prison Architecture and 
Buildings, Medical & Health Services, and Educational and 
Cultural Programmes. 

A Planning Research and Development Cell should be 
set up directly under the Inspector General of Prisons with 
research workers drawn from the disciplines of Psychology, 
Sociology and Social Work. This Cell will be responsibly for 
the collection of the statistics required from time to time. It 
should undertake, on a priority basis, the work relating to the 
revision of the State Jail Manual. 

An Organisation and Methods Cell should also be estab- 
lished under the Inspector General of Prisons to review the 
disposal of work load and to ensure efficient functioning of 
the organisational structure and its constituents. 

Each State should divide its territory into suitable 
regions on the basis of the workload, problems, state of com- 
munications and other relevant considerations and place 
them under the charge of Deputy Inspectors General of 
Prisons with adequate administrative and financial powers 
and technical resources. The Regional Officers should liaise 
with the regional authorities of the other allied Departments, 
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for ensuring necessary cooperation in the smooth running of 
the departmental programmes. 

The creation of a regional set-tip may be necessary for the 
youth correction, probation and after-care services also. 

All District Jails with an average population of 300 
prisoners and upwards should be headed by a whole-time 
Superintendent of the Prison Service. Deputy Superinten- 
dents may be appointed in the Central Prisons and in District 
Jails which have an inmate strength of the level of Central 
Prisons. 

The probation and youth and adult correction and after- 
care services need to be developed and rendered through 
whole-time officers, who are not burdened with any other 
duties. A planned and systematic improvement of the Sub- 
Jails all over the country should be an item of high priority in 
jail reforms. All Sub-jails should be provided with a full-time 
Superintendent of the Jail Cadre of appropriate rank and an 
adequate number of Warder staff for custodial duty. 

The three-tier rank structure of the warder staff prevail- 
ing in most States is adequate. However, the States may 
provide intermediate promotion opportunities, with addi- 
tional pay or special pay as considered appropriate. 

At the middle level, the three ranks of Assistant Jailor, 
Deputy Jailor and Jailor should meet the needs of the super- 
visory administration in the jails, except that the Sub-jailors 
could well be integrated with the Assistant Jailors. 

In the cadre of Superintendents, for normal postings and 
promotions, the existing three-tier system will suffice, reserv- 
ing the posts of Deputy Inspectors General and Inspector 
General as selection appointments. 

It will be necessary to arrive at a uniform pattern of rank 
structure by fixing the lowest level of Superintendent as a 
common denominator, integrating Deputy Superintendents, 
Additional Superintendents and District Jail Superintendents 
Grade II into equivalent categories. Promotions could be 
made from this grade to regular Jail 
Superintendents/District Jail Superintendents Grade I and 
later as Selection Grade Supcrintcndents/Central Prison Su- 
perintendents. There should be adequate number of posts in 
the last mentioned grade. 

The process of separating the executive and the clerical 
staff in the Jail Administration should be speeded up. 

As regards technical and specialist positions, there 
should also be a three-tier organisation consisting of front 
line skilled workers with qualifications equivalent to the I.T.I. 
Certificate, middle level instructors with Polytechnic 
Diplomas and higher level Factory Managers or Work Super- 
intendents or specialists like Medical Officers and Clinical 
Psychologists and Correctional Social Workers. At the 
higher level of specialists, it may be possible to get qualified 
men on deputation, since promotion avenues within the 
department would be limited. In respect of the others, it is 
necessary to streamline the positions, qualifications and 
promotion prospects on the basis of some reasonably satis- 
factory standards. 

Jail industries should be supervised by technical hands 
consisting of trained factory supervisors and factory 
managers in the larger prisons. Similarly, agricultural opera- 
tions in prisons require supervision and guidance by trained 
and skilled personnel. 

Systematic programmes of education, vocational training 
and personality reconstruction of prisoners should be intro- 
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duced in jails under the supervision and guidance of 
specialised correctional staff. 

Adequate incentives should be provided to the medical 
staff drawn from the State Medical Department, as service in 
prisons is more than ordinarily arduous. 

A Committee may be set up in each district under the 
chairmanship of the District Magistrate consisting of repre- 
sentatives from the magistracy, the police, the judiciary, the 
prison administration and other official and non-official 
agencies engaged in correctional work to review the problems 
in these Fields and to take suitable action as necessary from 
time to time. 

Senior judicial officers should visit prisons as a regular 
part of their duties and make suitable recommendations in 
respect of individual inmates as they may consider desirable. 

The Prison Administration should associate citizens and 
non-official social welfare agencies with the work of the treat- 
ment and rehabilitation of offenders in systematic and 
planned manner through the institution of jail visitors and 
otherwise. 

The States which do not have State Advisory Boards for 
the Correctional Administration should constitute such 
Boards. A conference of the heads of the prison and correc- 
tional institutions and agencies should be held at the State 
level annually to help maintain a progressive outlook in the 
prison and correctional administration as a whole. 

There should be an annual conference of the Inspectors 
General of Prisons, who will also become Directors of Cor- 
rectional Services. This conference may be organised by the 
Central Bureau of Correctional Services. 

The Government of India should take continuing and ac- 
tive interest in the development of the Prison and Correc- 
tional Administration in the various parts of the country. 
The best agency for this purpose will be the existing Central 
Bureau of Correctional Services. The man-power and finan- 
cial resources of the Bureau should be suitably strengthened 
to enable it to act as an Adviser to the Central and State 
Governments in matters relating to the Prison Administra- 
tion effectively. 

The Central Bureau of Correctional Services can do 
more useful work if it is brought back to the Ministry of 
Home Affairs in which it was set up in the first instance as 
the largest amount of work being done in the country at 
present in the field of corrections is through the prison, Bors- 
tal and Probation services. 

Internal Administration in Prisons 

It is the character, efficiency and the ability of the head 
of the institution which will determine the quality of the in- 
ternal administration of a prison. It is necessary, therefore, 
that the need to strengthen the hands of the heads of prison 
institutions should inform all laws, rules and regulations 
relating to their administration. 

Effective discipline among the inmates will be possible only if 
there is exemplary discipline among all levels of the staff of 
the prison establishment. It is, therefore, essential to train 
prison personnel of all ranks to be absolutely disciplined in 
spite of continuous contact with various kinds of offenders all 
along the line of their duty. If lapses are punctually taken 
note of and promptly dealt with and similarly, if good work is 
recognised with matching alacrity, it will have a telling effect 
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on the tone of discipline in the institution. For the rest, an 
honest and efficient administration, humanely and effectively 
enforced, can alone produce the highest standards of dis- 
cipline. 

The - administration of a prison requires adequate 
authority to be vested legally in the head of the institution 
and the Department The Prisons Act and the Prisoners Act 
make some provisions in this regard. Some of the old-time 
punishments, such as penal diet, whipping and putting in 
gunny clothing are inhuman. The law may be amended to 
abolish such punishments. At the same time, the legal proce- 
dure for. dealing with prisoners, who commit more serious 
and heinous offences, with the assistance of the magistracy 
and the police should be spelt out more dearly in the Act 

The scales of diet suggested in the Model Prison Manual 
may require modifications to suit the climatic conditions and 
the food habits of the people of the various regions of the 
country. Cooking devices and utensils need considerable im- 
’ provement A degree of decentralisation in the cooking ar- 
rangements is also desirable in the bigger institutions. In ad- 
uttilnq Jfwflittaf Sstr dhc jtteKrgrr sf .wiirmr .rfvmW hr am. 
proved, wherever they are inadequate. 

Well-trained stipendiary cooks should be employed in all 
prisons to supervise the work of the convict cooks. 

All categories of prisoners should be allowed to wear 
their own dothlng of prescribed patterns, provided it is clear, 
and subject to good conduct in matters of discipline. The 
dothlng issued at present should be reviewed in respect of 
quality, life and adequacy and changes as necessary should be 
introduced to ensure that it does not encourage the harden-, 
tag of criminal propensities. The replacement of khadi by 
null cloth; for ensuring greater economy and durability, may 
be examined by the states. Extra clothing, as necessary t 
should be provided in the hill areas and for old prisoner; 
during winter. All prisoners should be issued with suitable-, 
footwear. 

A schedule of standard equipment should be drawn U& 
for the hospitals of all Central Prisons and District Jails^ 
bearing in mind the appliances and facilities needed for diag. 
nosis and treatment. The existing strength of the medicaj 
staff should also be Increased to ensure that the patients an- 
attended to regularly as' necessary throughout the day an<j 
night on the pattem of emergency wards in regular hospital^ 
All prisoners should undergo a comprehensive medicaj 
screening on admission and periodically thereafter. 

■ Well-planned recreation has a great value for breaking 
the monotony and relieving the morbid atmosphere of 
prisons and can be used effectively not only for the physical 
. and mental weil-bctag of the inmates, but also as g 


therapeutic ‘ instrument in the multi-pronged treatment 
programmes. 

The provisions of the Jail Manuals relating to cor. 
respondence.Tahd, interviews should be made more flexible 
' subject To suitable -and unobtrusive arrangements Tor censOK 
' ihip-and monitoring and the conditiom -under which inter-, 
views 'are -conducted should' be improved from the ad. 
minlst rathe as well as the humanitarian point of view, 
v >f^4'Administrative and procedural delays often defeat th c 
' veryipurpose for -which Jail Manuals make provision. for'th c 
v'belease'oCprisoners p n parole', ' fu rl ough , -leave, 'etc. It i s 
i^riecessary’thathhe' powers of the' Government with regard t 0 
jr^he - sanction '.of. these facilities should be' decentralised and 


delegated to the Inspector General, the Deputy Inspectors 
General and the Superintendents of Prisons, as appropriate, 
to ensure timely and prompt decisions. 

The provision of canteen facilities should keep pace with 
the changing food habits and the requirements of the in- 
mates. The profits from the canteens, if any, should be 
utilised for the prisoners’ welfare. 

The convict warder system should be abolished and re- 
placed by paid warders in a phased manner over a specified 
period starting with the abolition of convict warders. The 
phasing should be synchronised with the introduction of 
prison reforms as advocated in the report. However, the 
convict night watchmen may have to be retained so long as 
prisoners are lodged in association barracks and there is no 
adequate induction of scientific aids for ensuring security. 

Undertrials may continue to be utilised for kitchen and 
other maintenance services in the separate institutions to be 
established for them as advocated in the report. However, 
stipendiary cooks should be employed for supervision in the 
larger institutions of this kind. It is not desirable to utilise 
c&micts for such avrk to institrttoas for vxdcrtrisls. Spedto 
arrangements for clothing may be needed in such institutions 
only in the case of prisoners who may be indigent and who 
may need extra dothing depending on weather conditions. 
There should be suitable arrangements in these institutions 
for medical care, correspondence and interviews and cantens. 

The extent of remissions and the conditions and proce- 
dures for granting them should be made uniform and 
provided for in the new prison legislation. 

The beneficent schemes relating to gratuity and wages 
should be introduced in states where such schemes are not in 
force at present. 

The Panchayat system can be greatly instrumental in ob- 
taining voluntaiy partidpation and adherence to healthy 
community living. The working of Panchayats should be 
limited to matters of self-improvement and purposeful com- 
munity living and they should not be allowed to infringe upon 
the enforcement of the prison rules and regulations. 
Properly guided, the Panchayat system can be a powerful aid 
for maintaining good dlsdpline in prisons. 

The prison staff should be strengthened and trained not 
only to meet emergendcs but also to deal with difficult 
prisoners effectively. Appropriate inter-communication and 
transport systems and spedal equipment like tear smoke and 
water-hoses should be introduced in all big prisons with a 
view to strengthen the security measures and to improve the 
operation of the staff during emergencies. 

It is essential to devise an emergency scheme according 
to which the Jail Administration will be geared to handle 
smoothly large scale admissions in jails due to agitations. 
The scheme should envisage how provision should be made 
for the extra accommodation, staff, stores, fadlitics and 
equipment etc. that is required on such occasions. 

The jail staff should be adequately trained to meet emer- 
gencies arising out of natural calamities and vandalism or 
other misbehaviour on the part of the prisoners. Regular 
standing orders and alarm drills to manage such develop- 
ments should be prepared and approved well in advance so 
that none of these situations may plunge the jail administra- 
tion into an unsettled state._To deal with such emergencies, 
it will be proper to have a small emergency reserve of per- 
\ sonnet specially trained in the use of fire-arms, gas shells lind 
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water-hoses. One advantage of having such a body of men 
will be that some of them can be used also for routine duties 
when there are large scale admissions. 

Recruitment and Training of Prison Personnel 

Very special care and attention have to be bestowed on 
the selection and training of the staff who are to man the 
prison and correctional administration. 

Direct entry into the Prison Organisation should be 
restricted to only three levels, viz., Warder Grade IT, Assis- 
tant Jailor and the lowest level of the Superintendent’s cadre 
by whatever name it is called. 

The educational qualification for the lowest level may 
remain 8th class for the present, but S.S.L.C qualified men 
may be recruited as far as possible and, in due course, when 
the States are in a position to bear the additional financial 
burden, the qualification of S S.L.C. should be enforced with 
an attendant rise in the salary level to that of Junior Assis- 
tants in offices. 

All direct recruitment to the posts of Deputy Jailor and 
Jailor should be stopped and these posts should be reserved 
exclusively for promotion from the lower categories of staff. 

The direct recruitment quota in.thc category of Assistant 
Jailors may be fixed at 50%. The other 50% should be filled 
mainly by promotion from the really good men among the 
warder staff, who qualify in properly devised promotion tests, 
and partly by transfer of service in a modified system of 
direct recruitment with age limits relaxed, from among other- 
wise qualified members of the ministerial staff. 

Direct entry at the level of the lowest rank of 
Deputy/Additional/Grade II Superintendent will also be for 
50% posts. The candidates to be chosen should have post- 
graduate qualifications, preferably M.A.S in Criminology or 
in Social Work, including Correctional Work, or graduates 
with post-graduate diplomas in these fields. The higher posts 
will be filled only by promotion. 

The procedure of selection by the Public Service Com- 
mission, both for the Assistant Jailor and Grade II Superin- 
tendents, should include a written test and an interview. 

The development of basic and in-service training 
programmes for prison officers could be rationalised at three 
levels as listed below; 

(i) Warders (Grade II), Warders (Grade I) or Head War- 
ders and Chief Head Warders i.e. guarding staff, ground level 
and supervisory; 

(ii) Assistant Jailors, Sub-jailors, Deputy Jailors and 
Jailors i.e. middle level officers; and 

(iii) Deputy Superintendents, Additional Superinten- 
dents and Superintendents i.e. higher level executives. 

It is desirable to reorganise the training of warders as an 
initial training instead of the in-service affair, .which it is at 
present. Training institutions for the warded staff should be 
available at the state level. The curriculum for the basic 
training of warders should lay stress on the custodial and 
security aspects and include a substantial quantum of Drill, 
Musketry, Physical Training and Unarmed Combat, as indi- 
cated in the Model Prison Manual, along with a basic under- 
standing of the purjSose and methods of the correctional 
treatment of offenders. The duration of the course may be 
six months. The size of each batch will depend on the size of 
the state and the total strength of its warders. A practical 


slant can be given to this training if the training institution is 
located close to a medium-size prison. Another basic train- 
ing programme will be required for the middle level execu- 
tive officers of the prison administrative structure. It will be 
appropriate to organise this training regionally. Three jail 
training schools already exist at Lucknow, Poona and Ilissar. 
A Regional Training Centre for Prison Officers has been 
decided to be set up at Vellore for the four southern States. 
There is need of a similar institution in the eastern region of 
the country. Calcutta may be the most suitable location for 
this institution. 

The syllabus of training for Assistant Jailors may be 
along the lines suggested in the Model Prison Manual, with 
suitable changes in the light of the experience gained in the 
existing institutions and in the field. The training 
programme should, however, have a predominantly practical 
orientation and be constantly revised and developed on the 
basis of current scientific research and evaluation of existing 
correctional programmes. The duration of the course maybe 
one year and each batch may consist of 25 to 40 officers. 

The initial training of direct recruits to the lowest rank of 
Superintendents will also have to be organised in the 
Regional Training Institutions mentioned above. The dura- 
tion of the course for the higher level officers may also be 
one year and each batch should, if possible, not exceed 15 of- 
ficers. Any attempt at state level training of these officers, 
without an institutional programme, can at best be an infor- 
mal process, which cannot produce the desired results. 

Generally speaking, no category of prison officials should 
be promoted to the next higher rank, without undergoing 
pre-promotion training. Nor should any member of the min- 
isterial staff, however good, be posted to executive respon- 
sibility without suitable orientation training. These 
promotion/orientation courses, should be of short duration 
and cover not only the general features and requirements of 
custodial and security functions, but also the basic principles 
of classification, correctional treatment, work programmes 
and other procedures of reformation and rehabilitation, side 
by side with the particular responsibilities of the post which 
the trainee will be called upon to fill. 

The changing patterns of criminality, lawlessness and 
connected attitudes among prisoners, make it essential that 
all guarding staff should be given refresher training after 5 
years of service. A common refresher course for all such 
staff would do and promotions could be made from among 
those who have been put through such refresher training and 
tested for higher calibre of promotable material. The 
Regional Institutions for the middle and the higher level of- 
ficers should also offer continuing education in the shape of 
refresher, advanced and specialist courses. In addition, of- 
ficers selected for promotion will need to be put through spe- 
cial orientation courses before or immediately after selection. 
The training for promotion at the higher levels should be 
kept separate from the ordinary refresher courses. Jf ihe 
mechanics of the selection personnel for promotion arc 
streamlined in such a fashion that it is possible to list all 
prospective candidates for promotion posts well in time, the 
organisation of pre-promotion institutional training for then! 
can be greatly facilitated. 

In order to avoid administrative inconvenience as also to 
ensure that the Prison Departments are able to derive fu 
advantage from the various kind of training programmes tha 
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may be organised from time to time, it will be necessary to 
provide an adequate training reserve in each grade of the 
prison cadre. This can be calculated by every state for itself. 

Jail training institutions deserve to be planned and buih 
to modem and scientific specifications, with appropriate lec- 
ture balls, discussion rooms, libraries, laboratories) 
workshops and other facilities. The older institutions should 
be assisted with financial grants from the Central Plan Funds 
to remodel and expand the existing buildings and to put up 
new ones. The newly-proposed institutions should be given 
outright grants to lay out their campuses straight away, ac- 
cording to the requisite standards. It will also be necessary 
to go in for modem teaching tools and connected equipment 
in a big way. 

The best available talent in the field, both from the angle 
of character and of efficiency, with a flair for the communicc- 
tion'of ideas and imparting instruction, should be chosen for 
the instructional staff, which have the responsibility of 
moulding the careers of impressionable young officer®' 
Apart from securing the very best departmental officers, ex- 
pert clinical psychologists, sociologists and criminologists a® 
well as correctional social workers for individuals and group 
therapy, will have to be drawn into these institutions. 

The problem of staffing is closely linked with the ques- 
tion of adequate incentives. While experts from the Univer- 
sities and other academic institutions may normally come on 
a tenure basks, with some deputation allowance, Prison Of- 
ficers who arc selected on the basis of their merit and ability 
should be given not only financial compensation, but a term 
in such an assignment should be considered a special 
qualification for permanent service. These officers could also 
be given opportunities for training and study tours abroad. 

The importance of the training of trainers cannot be 
over-emphasised. For this purpose, special courses cm 
methods of instruction as well as on new developments in the 
field could be provided in the National Institute to which vt? 
shall refer hereafter. 

Modem methods of assessment-or performance of the 
participants in the different types of courses will have to be 
devised. This need not always comprise a series of end-of- 
course examinations. A multi-pronged and continuous 
process of assessment would be much better. The assess- 
ment of performance in the refresher course can help to 
determine suitability for promotion or for special assign- 
ments like posting to a training institution. 

It will be necessary to have a small establishment to do 
some basic action-oriented evaluation and research in these 
institutions. 

The facilities for in-service training available in the Tata 
Institute of Social Sciences, the Delhi, Baroda and Madras 
schools of social work and the Departments of psychology, 
sociology, criminology and social work in some universities 
and those provided by the Central Bureau of Correctional 
Services should be utilised by the States to the maximum 
possible extent 

' The Government of India should consider the estab- 
lishment of a National Institute of Correctional Administra- 
tion as early as possible. Top-notch experts in the field 
should be collected together in this centre, so that it may be 
possible to secure the best training opportunities and 
guidance channels Tor the senior officers of the Prison and 
Correctional Services in India. The training programmes and 


assessment procedures in this institution should be such as to 
enable the spotting out the best material to man the National 
Institute itself, apart from other important appointments in 
the field. It will, incidentally, serve as a general -clearing 
house of ideas and coordinating centres of action 
programmes, by bringing together senior personnel of other 
connected departments for a better understanding of the ob- 
jectives and procedures of modem correctional work. 

The National Institute of Correctional Administration 
should organise orientation training courses and seminars for 
judicial officers, in particular, to acquaint them with the latest 
concepts of criminology and penology relevant to their work. 

There is ample scope for international cooperation and 
United Nations technical assistance in the field of correc- 
tional training. Full advantage could be taken of the training 
courses available in the United Nations Institutes in Tokyo 
and Rome and in similar institutions of the Commonwealth 
countries. In due course, the proposed National Institute 
could extend its training and other facilities to the neighbour- 
ing countries under the Colombo Plan and other similar 
schemes of international cooperation. 

Service Conditions of Prison Personnel 

It is essential that a qualitative improvement should be 
brought about in the attitudes and functioning of the prison 
staff. A fatigued staff subject to domestic and other worries 
cannot be expected to undertake any correctional and refor- 
mative work, in the prisons. This will be possible only when 
properly recruited and trained personnel arc available in ade- 
quate numbers and when they are reasonably happy and con- 
tented. 

The service conditions should be related to the work to 
be performed, provide the necessary safeguards against the 
risks and handicaps involved in the profession, and afford to 
the personnel job satisfaction and opportunities for growth 
within the organisation. 

There should be a well planned and properly regulated 
time table of work hours for every category of personnel. 

The pay scales and allowances of prison personnel 
should be determined with due regard to their own particular 
responsibilities, the expectations from them, the minimum 
necessary to attract the kind of persons required and the 
provisions that are made for the only other somwewhat 
analogous service, Le^the Police. 

The strength of cadi category of staff should be deter- 
mined on an objective basis taking into account factors like 
reasonable hours of duty per day, the staff-prisoner ratio, the 
requirements of leave, sickness and training and promotion 
prospects. 

The rank structure and promotional prospects in any 
service should be such that new entrants may, ordinarily, be 
in a position to look forward to at least two grade promo- 
tions in a service span of about 30 years. Promotions at all 
levels should go by seniority, subject to the rejection of unfit, 
from among the suitably qualified persons. At the lower 
levels, the suitability or otherwise for promotion is best 
determined on the basis of tests held before ot after suitable 
courses of training. In the higher strata, such suitability can 
be assessed on the basis of the qualifications and experience 
acquired before and after joining the service and the record 
of performance as assessed from year to year. 
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In order to make the conditions of service in the prison 
establishment really meaningful for the lowest tier of cus- 
todial staff consisting of warders, head warders and chief 
head warders, the custodial cadre should be restructured to a 
ratio of 30:5:1. The process of reconstructing could be 
spread over a period of five years. 

In states where the intermediate posts of Deputy Jailor 
or Jailor Grade II do not exist, a sufficient number of such 
posts should be created between Assistant Jailors and Jailors 
for dealing with specific responsibilities in the hierarchy. The 
promotional ratio for this middle tier could be 10:3:1. 

The ratio 5:3:1 is suggested for regulating the cadre 
strength of Superintendents, Grade H, Superintendents 
Grade I and Selection Grade Superintendents. 

Promotion to the posts of Assistant Jailors and the 
lowest grade of Superintendent should be based on 
tests/interviews by special selection boards, with the associa- 
tion of the Public Service Commission, as necessary. 

The following facilities should be extended to prison per- 
sonnel while they are on duty: 

(i) Rest rooms for the use of staff members who are re- 
quired to wait in the institution in between their duty 
periods. 

(ii) Canteens. 

(iii) Bath rooms and lavatories. 

(iv) Lockers. 

(v) First-aid facilities. 

(vi) Torches and boots for night duty. 

Suitable rent-free quarters should be provided for the 
staff required to live on the premises in the vicinity of the in- 
stitution. Till such time as Government quarters are not 
available, staff members should be given adequate house-rent 
allowance. Messes should be provided for the staff accom- 
modated in barracks. All housing arrangements should in- 
clude facilities for games and recreation. 

Adequate prophylactic and medical facilities should be 
provided to the staff and their families in the prison institu- 
tions. 

The following facilities should be extended to the prison 
staff for the education of their children: 

(i) Transport at Government cost or, in the alternative, 
suitable transport allowance in cases where the prison institu- 
tion is located more than 5 kms away from the nearest 
school/collegc. 

(ii) Hostel accommodation for children of transferred 
and other staff members. Where independent hostels cannot 
be set up, seats should be secured for the children of the staff 
in other hostels. 

The Government of India should institute suitable 
medals for award to prison personnel for the recognition of 
bravery/ meritorious service. 

Necessary facilities for defence should be extended to 
the staff members in the event of criminal prosecution/civil 
proceedings arising out of bonafide discharge of official duty. 
Legitimate protection should also be extended to personnel 
in matters related to the recovery of damages for bonafide 
delays, bonafide error of judgement etc. 

Suitable provisions should be made for the grant of ex- 
traordinary pensions in cases where members of the custodial 
staff die or are disabled in the discharge of their duties. 

A welfare fund, developed from monthly subscriptions 
from the staff, voluntary donations, interest accruing on m- 
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vestments, benefit performance by artists, theatrical parties 
cinemas eta should be created for providing help and 
amenities to the prison staff and their families. The State 
Governments should make matching contributions to the 
Staff Welfare Funds. 

The benefits to be provided to the personnel and their 
families out of the Welfare Fund should include medical aid 
where more than ordinary medical help is required and is 
beyond the economic capacity of a staff member; aid for the 
higher or technical education of children; facilities to the 
family members of the staff for running cottage industries 
and handicrafts like sewing, spinning, cottage match 
manufacture, etc., and exgratia payment on the death of a 
member while in service. 

At the institutional level, monthly staff meetings should 
be held, in which the members should be given opportunities 
to discuss their welfare problems. 

Classification of Prisoners and Diversification 
of Institutions 

Scientific classification should be introduced in our 
prisons for all convicts sentenced to imprisonment for one 
year or more. The Superintendent of the institution should 
serve as the Chairman of the classification Committee. Its 
members will include the Deputy Superintendent, the officers 
in charge of education, Vocational Training and Work 
Programmes, the Medical Officers and the Correctional So- 
cial Worker. Experts like Psychiatrists, Psychologists, etc. 
should be associated with classification committee even if 
they are appointed only on a part-time basis. The prison of- 
ficer in charge of the Classification Unit should serve as the 
Secretary of the Committee. 

The Central Bureau of Correctional Services should 
work out in consultation with the Bureau of Police Research 
and Development and appropriate experts, a sound system of 
the compilation of relevant information about prisoners by 
the police, probation officers, courts, employers and local 
authorities, eta for circulation to the States/Union Ter- 
ritories. 

The prison system should broadly classify and assign 
prisoners to different institutions. 

Prison institutions should be diversified to provide for 
separate facilities for children, young adults, non-babitual of- 
fenders, habitual professional and organised criminal of- 
fenders who are difficult discipline cases, women offenders, 
offenders suffering from mental disorders, old and infirm of- 
fenders, leprosy and T.B. cases and undertrial prisoners. 

Minimum security open institutions should be developed 
m the states which do not have such institutions at present in 
adequate numbers. 

States with large prison population may expand and 
upgrade some district prisons to central prisons so that all 
prisoners with sentences of over one year could be placed in 
central prisons, as far as possible. 

Treatment Sendees and Work Programmes in Prisons 

Apart from physical examination and treatment for 
common ailments, coupled with opportunities for specialist 
treatment in the civil hospitals, a prison medical department 
should constantly attempt to remedy defects that may have a 

COMMITTEES AND COMMISSIONS 



direct bearing on the prisoners' behaviours. Altitudinal and 
behavioural transformation is a difficult process and requires 
the induction of psychologists and psychiatrists in the prison 
administration. Psychiatrists and Clinical Psychologists 
should be appointed on a whole time basis in all the Central 
Prisons and on a part-time basis in the larger District 
Prisons. 

Formal, social and moral education is indispensable in 
the process of treatment. Audio-visual methods and the 
mass media could also be mobilized for imparting formal 
education in prisons There should be a daily routine of for- 
mal education in the programmes of the prisoners needing it. 
This part of treatment should neither be optional nor an ad- 
ditional activity at the end of the working day or in the eve- 
ning. It will be necessary to make adequate arrangements for 
textbooks, class rooms and trained teachers, for this purpose. 
Libraries, daily newspapers, magazines, outside lectures, 
debates, recreation, sports, observance of national events and 
festivals, and symbolic functions based on our historical and 
cultural traditions can contribute a great deal to widening the 
horizons of the prisoners. 

A suitable programme of vocational training should be 
drawn up for each prisoner and he should be assigned to 
production programme only after he has acquired the mini- 
mum basic skills required. Long-term prisoners should be 
given opportunities for learning multiple skills. This will help 
them in their rehabilitation and resettlemem in society. 

The educational and vocational training programmes in 
jails should be developed on the standards and requirements 
laid down by the state education and technical education 
departments. The training received in jails may have to be 
continued in after-care institutions after release with a view 
to obtaining recognised diplomas or certificates. Besides, 
the standard recognised courses, condensed courses, which 
may get some degree of broad recognition from the con- 
cerned departments, can also be evolved for prisoners. 

There is a positive contribution to be made by the 
professionally qualified correctional social workers in the 
treatment of prisoners. The antisocial attitude of the of- 
fender has to be unravelled and opportunities provided to 
him to understand his own drawbacks and create m himself a 
desire to learn a new way of life. 

Group methods enable a larger coverage by the treat-' 
ment services and promote the active participation of dif- 
ferent levels of staff in group discussions and other 
programmes. The programme of scouting, which aims at 
achieving a wholesome growth of human personality and 
character, can be organised purposefully in prisons. 

All prison personnel, including the security staff, should 
be motivated to contribute consciously, even if in a limited 
way, to the treatment process, as there is no conflict of goals 
among the custodial and correctional personnel working in 
prisons. 

The question of providing adequate and useful employ- 
ment to all prisoners who can be employed should receive 
serious consideration in the reorganisation of the prison ad- 
ministration in India. 

The work programmes should be integrated with and 
serve as extensions of the treatment services provided in 
prisons, instead of being a means stmply of utilising the 
labour of prisoners as exigencies permit or require. 

Prisoners sentenced to imprisonment of less than one 


year may be utilised partly in the maintenance services in 
prisons and partly on prison farms wherever they may be 
available. The Inspector General of Prisons should deride 
the number of such prisoners who should be retained in dif- 
ferent prisons. All other short-term prisoners sentenced upto 
one year may be transferred to Work Camps which should be 
organised in each State, as necessary, in coordination with 
the Public Works, Irrigation and Forest Departments. 

Prisoners sentenced to imprisonment for periods of 
more than one year should be given work on the basis of 
their classification and treatment. This will have to be 
provided in three broad areas, i e., industry, agriculture and 
maintenance services. 

It is high time that the outmoded conventions and prac- 
tices, on the basis of which prison industries and work 
programmes have developed, are replaced by modem 
management techniques. 

Most of the existing prison industries are outdated and 
should be modernised as speedily as possible. Each state 
should evaluate its prison industries with a view to improving 
the work methods and the range and quality of the goods 
manufactured with a view to providing adequate employment 
to prisoners and also modernising the training programmes 
in prisons. 

The reorganisation of prison industries and vocational 
training programmes should be integrated with the allied 
Plan schemes. Priority should be given to such industries and 
vocational training programmes as would equip a prisoner to 
get job after his release from prison. 

In the larger states, prison industries should be diver- 
sified on a regional basis. Each region should have a suffi- 
cient variety of prison industries, so that prisoners can derive 
advantage from diversified work programmes. The central 
and district prisons should be treated as basic units for 
programmes of diversified industries. 

Prison industries should be classified as principal and 
subsidiary industries. In central prisons, both principal and 
subsidiary industries can be organised properly. In district 
prisons, it may be possible to set up only subsidiary in- 
dustries. Handicrafts could be ancillary activities to principal 
and subsidiary industries. 

The following priorities are recommended for prison in- 
dustries: 

(1) articles required for the maintenance of prisoners, 

(2) articles required by the Prison Department, other 
State Government Departments, Central Government Minis- 
tries/ Departments such as Railways, Posts and Telegraphs 
etc., and autonomous bodies, municipal bodies, cooperative 
societies etc; 

(3) handicraft articles which have a local and/or outside 
market; and 

(4) articles for public sale. 

Prison industries should be planned in terms of adequate 
monetary provision, physical facilities, full utilisation of man- 
power, availability of raw materials, equipment and stores 
and an efficient management organisation for production 
programmes, sales and disposal. 

Prtson industries should be planned at three levels, i.e., 
in government departments which are expected to place or- 
ders with the prison department, in the office of the Inspec- 
tor General of Prisons, and in each Central and District Plan. 

Prison products should be standardised in terms of 
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specifications, patterns, designs and quality of products, 
type, quality and quantity of the raw materials required, 
equipment, tools, accessories and consumable stores re- 
quired, unskilled, semi-skilled, and skilled manpower re- 
quired for each operation, and wages to be paid to prisoners 
for the separate operations involved in each type of product 
or job. Catalogues of standardised prison products should 
be prepared for each prison industry to help in organising 
sales. 

The present work programmes in prison industries 
should be evaluated by experts in work study methods with 
a view to putting them on a sound economic basis. 

A definite wage policy should be adopted for prison 
labour.' A more liberal system of wages based on market 
rates minus the computed cost of maintenance should 
provide a greater incentive for higher and better production. 

A Depreciation Fund should be set up for prison in- 
dustries by ploughing back the profits from prison industries. 

The following facilities should be provided in work sheds 
and places where prisoners work: protection from heat, cold, 
rain, dust, smoke, fumes, gases and chemicals; damp-proof 
work areas; drinking water; spittoons, urinals and latrines; 
washing facilities; and first aid facilities. In addition, safety 
and fire-fighting equipment and accident and fire prevention 
measures should be provided in prison stores, work-sheds 
and areas where prisoners work. 

As agriculture is the mainstay of villagers and as more 
than 80% of the inmates of our prisons hail from the rural 
areas, agriculture should be treated as an important industry 
offering good employment opportunities for prisoners of this 
category. 

A survey of all prison farms should be undertaken at the 
state level in respect of nature of soil, irrigabihty, crop 
producing ability. Cropping schemes should be prepared for 
each farm thereafter. The irrigation potential of prison 
farms should be fully utUised for increasing production. The 
requirements of labour for each farm should be assessed. It 
should be ensured that this labour is always available, so that 
the production in prison farms can be continuous. Adequate 
funds should be provided for modernizing prison agriculture, 
by integrating it, in some suitable way, with the Five Year 
Plan Schemes. The performance of each prison should be 
annually evaluated. Every state should have a few prisons 
where emphasis should be laid on agriculture. Some of the 
prisons can be semi-open or open prisons. 

Dairies should be developed on prison farms where they 
can be run on a profitable basis. Prison farms and prison 
dairies should be utilised for imparting training to prisoners 
in improved methods of agriculture and dairying. Agro- 
industries could also be developed in prisons, wherever the 
facilities required are available. 

It should be ensured that prisoners are not employed on 
maintenance services at the cost of their treatment. 
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Many women offenders have to pass their time idly in 
prisons. Separate institutions for women offenders will 
enable special attention to be paid to their employment in 
crafts such as tailoring, hosiery, bidi-making, manufacture of 
stationery articles, etc. 

The daily routine for young adult offenders should in- 
clude two hours of academic education, one hour of voca- 
tional training and five hours of works in production units 
This work experience should be combined with on-the-job or 
apprenticeship training. Employment in crafts, trades and 
industries should be aimed at helping them to get employ- 
ment after their release from prison. 

Review of Sentences, Premature Release and After-care 

The general policy and the procedure for the review of 
sentences should be simplified and made uniform in all the 
States/Union Territories of the country. The Model Prison 
Manual contains provisions for review of sentences which 
may be followed. The general policy may be reviewed in the 
light of experience every five years. 

We agree with the provisions of the Model Prison 
Manual as regards the categories of prisoners who should be 
considered eligible for review, except that, we feel that the 
aggregate substantive sentence for eligibility for review may 
be 3 years or more in the cases of well-conducted, non- 
habitual adult offenders also and their cases may be reviewed 
after they have undergone half of their substantive sentences, 
inclusive of remission. 

Every State/Union Territory should constitute one or 
more Review or Advisory Boards depending upon its size. 
This review should be made on the basis of a Review File to 
be maintained for each eligible prisoner. 

The Board should examine the Review Fries and may 
recommend deserving prisoners for premature release or or- 
der that the case should be reconsidered after a specific 
period or recommend alternate measures of treatment m 
respect of individual prisoners. 

Welfare officers should be appointed in all jails at the 
rate of one for 200 prisoners. It should be a part of the duty 
of these officers, in coordination with after-care Agencies in 
the field, to organise pre-release programmes for prisoners 
who are due for release in the next six months and getting 
them ready for release in all respects. These programmes 
could include broad-based efforts of systematic counselling 
and occasional lectures or interviews by suitable persons 
from the After-care Services and voluntary agencies like t e 
Discharged Prisoners’ Aid societies. Official and non-offiem 
efforts should be planned purposefully for organizing pre- 
release programmes. It will be necessary to set up in every 
major correctional institution a case-review committee to 
consider periodically as to what type of help will be nee e 
by particular prisoners on their release. 

After-care assistance should not end with some moral 
advice on how to behave after release. Well-planned a ter 
care services may provide any of the following options to t c 
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prisoner and his family. 

(a) Timely financial assistance. The scheme should be 
flexible not only as regards the procedure for securing finan- 
cial assistance but also as to its range so that it may meet the 
needs of a variety of prisoners. 

(b) Job placement by issuing of certificates about the 
proficiency acquired by prisoners m particular crafts or voca- 
tions during their stay in prison and also about their charac- 
ter and conduct It will be helpful if the proficiency certifi- 
cates could be issued by the Technical Education Directorate 
or the Directorate of Training and Employment so that it 
may be free of any stigma and there may be no doubt as to 
the standard achieved by the holder. 

(c) Placement in a job or economic rehabilitation in ad- 
vance. The job placement can be done in collaboration with 
the local employment authorities, who should be associated 
with the case review committees. The prison welfare and 
after-care officers should keep in regular contact with such 
agencies in order to create a social awareness about the 
needs of released prisoners. The Ministry of Home Affairs, 
Government of India have issued meaningful guidelines to 
the States regarding the eligibility of ex-convicts for appoint- 
ment under Government. It is essential for the success of 
this scheme that a periodical appraisal of its implementation 
should be made by the Inspector General of Prisons. 

There is need for an officially sponsored autonomous 
after-care agency in cvety district and at the state level. 
Residential facilities in an after-care hostel or home may be 
required for a good number of released prisoners. Separate 
units of this kind will be needed for boys, men, girls, and 
women. It may be useful to have small workshops attached 
to such institutions to keep those inmates occupied who may 
not fmd jobs immediately. ' 

The follow-up of every case discharged from prisons for 
a specified period should be laid down in the Prison Manuals. 
The institutional records relating to prisoners should be 
maintained for a specified period. The probation service 
operating in the open community should provide the neces- 
sary liaison with the prison authorities. 

Along with the State level After-care Association, there 
will be need for a federating agency at the nation level to 
facilitate the exchange of information, views and experience 
and to give financial assistance. 

The bulk of the financial resources required will have to 
come from funds placed at the disposal of the prison depart- 
ments at the State level, directly or through departments 
responsible for education and employment, as after-care is a 
legitimate responsibility of the State. As an essential welfare 
service, new schemes in this direction could be sponsored and 
financed under the Five Year Plans. However, the 
officially-sponsored District and State level after-care 
■ agencies should also raise funds through non-governmental 
source. Tjc ex-prisoners lodged in hostel or homes, while 
earning, can be expected to pay a part of their income to the 
agency. The Central Soria! Welfare Board and the National 


After-Care Federation should also make available some ad 
hoc grants to non-offidal after-care agencies for specific pur- 
poses. 

Prison Architecture and Buildings 

It is understood that the Ministry of Horae Affairs are 
contemplating the appointment of an ad hoc Committee con- 
sisting of architects, engineers, etc. to examine the building 
needs of the prisons, lay down minimum standards in prison 
construction and prepare type designs, plans and estimates 
for prisons of different categories. Such a working group may 
be appointed as early as possible. It is desirable that one or 
two Inspectors General of prisons of the states and correc- 
tional experts may also be included in the working group. 
The group may examine the plans for new prison buildings 
that may have been prepared in the state since Independ- 
ence. 

The siting, design and construction of prison buildings 
should be changed to suit the requirements of the modern 
penal philosophy of correctional treatment. 

While planning a new unit of prison buildings, the prison 
administration should give close attention to the following 
points before conveying the needs to the architect and the 
engineer in concrete terms: 

(i) The functions which the proposed unit will serve, i.e., 
whether it will be a sub-jail, district jail, central prison, spe- 
cial institution for a specified category of prisoners, etc. 

(it) The number of the prisoners and staff to be accom- 
modated in the unit. 

(iii) The security risk categorisation of the prisoners in 
question, i.e., whether maximum, medium or minimum 
security to prisoners. 

(iv) The classification of the various categories of 
prisoners to be housed in the unit. 

(v) Type of work and training programmes proposed to 
be organized in the unit. 

The building design should combine the security needs 
with functional utility and provide an atmosphere which may 
promote work efficiency as well as harmonious relations be- 
tween the staff and the prisoners and among the prisoners 
themselves. 

We are in broad agreement with the minimum standards 
for prison accommodation and buildings laid down in the 
Mode! Prison Mannual. Central prisons should be located 
on the outskirts of cities. Prisons for remand and undertrial 
prisoners should, as far as possible, be located near the trying 
criminal courts. The population of a Central prison should 
not normally exceed 750 and of a District Prison 400. No 
dormitoiy in any of these prisons should have more than 60 
inmates. Sleeping barracks should have per head of inmates 
SO sq ft of ground space, 12 sq ft of lateral ventilation and 
500 cubic ft of air space . These may very according to 
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climatic conditions. The overall area of accommodation 
per individual within the prison walls may be raised from 75 
sq yards to 80 sq metres. 

There should be adequate space outside the perimeter 
wall of the prison on all sides, preferably astride an outer 
security road, to a distance of about 45 to 70 metres from 
the wall, in order to ensure effective security by preventing 
unplanned , unhealthy and annoying encroachments coming 
up too close to the jail wall and also to make available suffi- 
cient open land for fresh air, exercise and agricultural 
programmes. 

The administrative buildings should in future have, be- 
sides the office rooms, a conference room and an administra- 
tive staff room, a control room with telephone, wireless and 
electronic alarm systems, connecting all units on the premises 
and also the offices of the Inspector General of Prisons, the 
District Magistrate and the Superintendent of Police outside. 
An improved interview room with minimum facilities should 
be provided in the administrative block. Suitable buildings 
should be provided for the reception and classification units 
and for the individualised treatment of the inmates through 
diversified educational and work programmes. The hospital 
should have attached rooms for psychiatrists and other 
specialists, besides a properly equipped clinical laboratory. 
No single prison kitchen should normally be required to cook 
and cater for more than 300 persons. Flush latrines should be 
available in each sector and cell and each barrack should also 
have flush latrines for night use. There should be adequate 
provision for water supply and electric lighting. Fire fighting 
and emergency requirements and devices should be built into 
the plan of the buildings. The future programme for prison 
buildings should have the following order of priorities: 

(i) Repairs, renovation, and provision of moderti 
amenities for sanitation, water supply and electricity in all 
existing prison institutions. 

(ii) Provision of adequate staff quarters in all prison in- 
stitutions. 

(iii) Construction of new units of suitable sizes close to 
trial courts for remand prisoners and undertrials beginning 
from places where there is heavy and continued pressure on 
existing prisons on this account. 

(iv) Construction of special institutions for young adult 
offenders, women, eta as recommended in this report 

(v) Construction of new buildings for prisoners accom- 
modated in old improvised structure not intended originally 
for the purpose of housing prisoners. 

The major thrust in the prison administration should be 
on the provision of more and more medium and minimum 
security and open institutions, including work centres and 
camps. 

Order of Priorities for Prison Development Schemes 

The question of priorities in prison development 
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schemes may be considered on the basis of blocks of recom- 
mendations with priorities within each block. The recommen- 
dations in each block should be consider^! for implementa- 
tion simultaneously. 

The highest priority should be given to the adoption of a 
national policy on prisons with the inclusion of certain 
aspects of the prison administration in the Fifth Five Year 
Plan. The amendment of the constitution to include the sub- 
ject of prisons and allied institutions in the Concurrent List, 
the enactment of suitable legislation by the Centre as well as 
the states, the establishment of a National Institute of Cor- 
rectional Administration, the reorganisation of the prison 
departments in the states/union territories as recommended 
earlier, and the revision of the State Prison Manuals. 

A one time review should be carried out in 1974 with a 
view to the release of a substantial number of undertrials of 
specified categories and also a proportion of convicts. This 
should be accompanied by a State-wide survey and the 
preparation of plans for the construction of custodial institu- 
tions for housing undertrials close to the courts. A suitable 
machinery should be created thereafter for introducing a 
scientific classification of prisoners and the modernisation 
and development of treatment services and work 
programmes as recommended earlier. 

Work Centres and Camps may be set up in a planned 
manner. Probation services should be developed to the ex- 
tent required on a priority basis. At the same time, the inter- 
nal administration in the existing prison institutions may be 
improved as recommended earlier. 

The recommendations with regard to recruitment and 
training contained earlier should be implemented with high 
priority. The most important of these relate to the estab- 
lishment/ improvement of jail training institutions and the 
organisation of basic, refresher, promotion and specialist 
courses therein. At the same time, the conditions of service 
of the prison staff should be reviewed and the construction of 
adequate residential accommodation for the staff close to 
prison institutions should be undertaken within a fixed time- 
frame of say not more than 5 years. Yet another aspect of 
the development of prison services will be the introduction of 
specialists like psychologists, psychiatrists, trained correc- 
tional workers, eta 

Recommendations relating to remission, parole, prema- 
ture release and pre-rele se and after-care programmes may 
be implemented as a separate block. 

The other components of the building programme of the 
prisons indicated earlier should also be taken up systemati- 
cally so that the existing prison institutions are repaired, 
renovated and improved according to requirements and new 
institutions are built for special categories of inmates like 
young adults, women and the mentally ill offenders as early 
as possible. At the same time more open prisons should be 
set up in states where their number, at present, is inadequate. 
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EXPERT COMMITTEE ON LEGAL AID, 1972. 
Report on Processual Justice to the People. Delhi, 
Controller of Publications, 1974, 275p. 


Chairman : Justice V.R. Krishna Iyer 
Members; Dr. DM. Singhvi, Shri Jai Sukh Lai Hathi; 
Shri M. K. Ramamurthi, Shri D.P. Singh; Shri Harish 
Chandra; Mis. Laksbmi Raghuramaiya; Dr. N.R. 
Madhava Menon; Shri Gopi Nath Dudt; Shri Kanwar Lai 
Sharma. 

Member-Secretary ; Shri P.B. Venkatasubramanian. 
APPOINTMENT 

The problem of making legal aid and advice available to 
the community has been under consideration of the Govern- 
ment of India which has come to the conclusion that it is 
desirable to appoint an expert committee to go into the mat- 
ter. The Expert Committee on Legal Aid was Constituted by 
the Government of India, Ministry of Law and Justice 
(Department of Legal Affairs) Vide its Order No F. 
6(10)/72-J dated October 27, 1972. 

TERMS OF REFERENCE 

i. to consider the question of making available to the 
weaker sections of the community and persons of limited 
means in general, and citizens belonging to the socially and 
educationally backward classes in particular, facilities for; 

a. legal advice so as to bring among them an awareness 
of their constitutional and legal rights and just obligations 
and for the avoidance of vaxatious and unnecessary litigation, 
and 

b. legal aid in procceditlgs before civil, criminal and 
revenue courts so as to make justice mote easily available to 
all sections of the community; 

ii. to formulate having regard to the resources available a 
scheme for legal advice and aid for the purposes of aforesaid; 
and 

riL to recommend the time and manner in which the 
scheme may be implemented. 

CONTENTS 

Introduction; The constitutional position; Towards 
People’s law and a People’s Law Service; the Vistarama of a 
Wilder Jurisdicarc for India; The Scope for Legal Aid; Legal 
advicc-Non-Litigation Aid and Prevention of Litigation; 
Legal Aid in Civil Proceedings Legal Aid for the Working 
Class; Legal Aid in the Supreme Court; Legal Aid to Special 
Groups and Special Areas; Panchayati Justice and Legal Aid; 
Miscellaneous Forms of Legal Aid; Legal Aid and Law 
Schools; Research, Law Reform and Evaluation; Com- 
munication and Training; Legal Aid and Legal Profession; 
The Role of Voluntary Agencies; Means test in Legal Aid; 


The Organisation of Legal Aid; The Administrative set-up; 
Financial Aspects; A phased Programme; Conclusions; 
Epilogue; Appendices from A to Q Suromaiy of Recommen- 
dations. 

RECOMMENDATIONS 

THE CONSTITUTIONAL POSITION 

Competence of Parliament to make a law on the subject 

Entry 3 of List II (Administration of Justice) connotes 
only the apparatus and machinery for the enforcement of 
legal rights and liabilities. Even the entire legal process is 
not totally covered by the Entry. The Entry mainly deals 
with enforcement, covets only one stage of legal aid, namely 
appointment of counsel in conventional civil and criminal 
proceedings in the orthodox courts. 

However widely one may interpret Entry 3 of list II(see 
State of Bombay v Narothamdas Jethabbai, A.I.R 1951 S.G 
69, 70). It cannot cover prc-litigative and preventive legal 
aid, including advice on legal issues, drawing up of docu- 
ments etc. 

’Legal Aid' is an integral part of the legal system — not a 
matter of charity or confined to the four walls of the court- 
building. Several entries in the Legislative lists touch legal 
aid. 

(List 1 Entries 77, 78, and 97; list II — Entry 3; and 

list HI — Entries 2 and 13,20,23,24 and 26.) 

’Legal Aid’ can be related to the entire legal system and 
this would bring it in the concurrent list, or at least make it 
transcend the State list. Obligations arc cast on the legal 
profession — rcla table to list III, Entry 26 and list I — 
Entries 77 and 78. 

Central Government can also make grants for the pur- 
pose of legal aid under Art 282. 

Parliament can, therefore, make appropriate provision 
for a comprehensive scheme of legal aid. 

A comprehensive scheme of legal aid must involve the 
States financially and administratively. 

Towards a people's law and a people’s Law Services 

The Underlying Concepts 

The proposed statute; what it should provide for 

State funding and statutory incorporation should be the 
backbone of the project. The state should provide for the 
creation of a national legal aid body to stimulate, jpiide and 
perpetuate organised free legal services. It should be 

statutorily insulated from official or party pressure 

should not have a government scheme only. 
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To create networks of legal aid groups, centred in court- 
-faouSes, bar associations, law schools, community organisa- 
tions, a variety of rural private and public agencies, organs of 
local government and ad hoc panels of private lawyers, is a 
major recommendation of our report 

A second aspect is the need to reform and rerise our 
laws and procedures courts and prisons, the Bar and the 
Bench, police and public servants to make them more 
responsive to all citizens. It is the need to modify our cur- 
ricular of legal education. It is the need to create means of 
dispute settlement which are rapid, inexpensive, honestly per- 
formed and which utilise concepts and a vocabulary which is 
native. Modification of the Cr. P.C and the CP.C, in the 
light of drafts already submitted to Parliament, may be early 
legislative priorities. 

The regulations to be formulated by the State and 
Central legal aid bodies will not constitute a uniform format 
for the entire country, but rather a broad range of options 
covering the forms of local organisation and control, the 
services and financial and other incentives that may be 
provided to advocates and legal aid personnel. I 

The governing bodies, of the local legal aid cells should 
include representatives of the potential recipients of service, 
representatives of those who provide the legal aid, as well as 
of relevant mass organisations 

Constitution of the National Authority 

The need for autonomy for legal aid bodies may be best 
met by the statutory creation of a National Legal Services 
Authority insulated from rigid official controls. Institu- 

tional accountability to Parliament and the public would, 
however, be necessary. 

Constitution of the National Body: Honorary 
President — Chief Justice of India: judges to be on the 
governing boards; a separate executive chairman as Director 
General of legal services who may preferably be an eminent 
person in the field of advocacy with social service and ad- 
ministrative experience; Chairman of Bar Council of India to 
be ex-officio member; one or more representatives from 
State Legal Aid Boards; Finance secretary and Secretary of 
administrative Ministry concerned with legal aid, as ex-officio 
members and some MPs; President of All-India Law 
Teachers’ Association as cx-offico member; Representative 
of an all-India body engaged in social work; A woman Social 
Welfare Worker, Two student office-bearers from Law 
schools; Representative from institutions engaged in research 
work; Representatives of Scheduled Castes & Scheduled 
Tribes; Representative of Labour; there should be a full-time 
secretary — a Law man with a social scientist’s background. 

The National Authority would be responsible to Parlia- 
ment and the public through periodic independent audits and 
annual reports to the Houses, public availability of records 
and through other measures. 

A public sector in legal profession is a benipant por- 
tent and is part of the legal aid movement 

Government and the public and private sectors must be 
willing to set a ceiling on the fees they pay to advocates 
drawn from the private Bar, Law schools and Law Students. 

It is vital that we introduce clinical legal education in our 

law schools with an accent in socio-economic poverty. Such 
direct student participation in handling the legal problems of 


the indigent clients is potentially one of mutual benefit to the 
student, to the legal aid scheme, and to the whole system. 

The recommendation is to include student legal aid 
work, including representation in court 

This will be done under supervision by practicing lawyers 
as well as law teachers. 

Legal Aid’s Clients 

High Court Bench in Andaman & Nicobar 

In the Andaman and Nicobar group of islands, sub- 
sidised travel for legal aid lawyers, and High Court Benches 
sitting with realistic frequency, is worth considering. 

Legal guidance will help poor villagers who cannot go to 
towns and big legal opinion at high cost 

Agricultural workers are, by and large, unorganised and, 
therefore, exploitable in the absence of moral boost in legal 
advice and aid. Progressive legislation has proved illusory as 
they have remained ineffective in execution. 

Procedure on Labour matters to be changed 

The conciliation procedures, the labour courts, and the 
industrial tribunals require overhaul and renovation as 
recommended by the National Commission on Labour. 
Legal assistance at State expense for workers and dependents 
in proceedings uhder other labour welfare statutes is a 
’must’. 

Substantive and procedural legal aid to women in civil 
and criminal matters is a ’must’ even regardless of the means 
ofthe affected persons. 

We need a cadre of properly oriented and trained police 
and judicial personnel for the proper treatment of young of- 
fenders. 

Treatment of Young offenders 

Another suppressed social group in need of legal aid is 
the Harijans, Minorities. 

Reform of the Administration of Justice 

Financial inputs 

The ejqjcrience in ’civil’ legal aid suggests that most of 
the ’poverty* litigation pays itself. In the matter of Scheduled 
Castes and Tribes the State has always been willing to spend 
on full legal aid coverage. A suitors’ fund — must be tried in 
due course. The public sector in the profession and voluntary 
organisations will receive public contributions. Labour may 
be eligible for free legal aid financed by the industry itself. 
When the student legal ’ aid clinics become numerous a 
proportionate lessening of the legal aid cost will be the con- 
sequence. 

Free Counsel for warrant cases as well 

As for the criminal process, even now free counsel in ses- 
sions cases is provided it i some parts of the country, and its 
extension to warrant cases will not add onerously to the out- 
lay. 
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Reduction of court-fee and institution of a Suitor’s fund 

Something must be done to arrest the escalating vice of 
burdensome scales of court-fee. There is strong case for 
reducing court fees and instituting a suitor’s fund to meet 
the cost directed to be paid by a party because he is loser but 
in the circumstances cannot bear the burden. 

Social Sympathies of judges and police 

Selection of candidates for judicial and police posts 
should focus on their social sympathies. 

Simplification of sentence procedure 

Provisions similar to section 101 of the Motor Vehicles 
Act may usefully be introduced in other local laws also. 

Mobile Courts for Minor offences 

Mobile courts for trying minor offences on-the-spot will 
be a boon to the poor and to all citizens. 

Summary trials 

Provisions regarding summary trials will help dispose of 
petty cases quickly and with less expenses. 

CP.C to adopt conciliation procedures. 

Our CP.C should encourage conciliation processes and 
settlements of disputes without detailed litigative stages. 

Small cases courts 

Legal formalities must be cut down to the minimum. 

Pleadings may be informal the judge must be the activist at 

the trial and not counsel, three stage examination being avail- 
able and detailed judgement a superfluity. 

It is very necessary to devise a statutory method by which 
the police will look into small complaints without a detailed 
process of investigation. 

Nyaya Panchayats 

The Nyaya Panchayats must be entrusted with wider 
powers as part of the programme of local and low cost jus- 
tice. 

SCOPE OF LEGAL AID 
Legal aid and advice 

The concept of legal aid is sufficiently wide to include advice. 
State will have to exempt the assisted persons from all expen- 
diture on process fees, witnesses etc. 

If a person and the particular proceedings otherwise 
qualify for aid, it should not make any difference whether 
this is to be calculated as civil or criminal proceeding or a 
proceeding before any authority or tribunal This would in- 

clude proceedings before the High Courts in the exercise of 
their constitutional writ jurisdiction. 


Tests for grant of legal aid 

Three tests for grants of legal aid 

1. Means Test 1 .. -Indigence 

2. Prima facie case 

3. A social purpose should be served by filing the suit or 
defending it 

Exceptions 

Legal aid is not to be tendered to artificial persons ex- 
cept in cases of trade unions and co-operative societies. 

Legal Advice Non-litigative Aid and Prevention of 

Litigation. 

We would place the furnishing of competent legal advice 
in the forefront of any scheme of legal aid. 

The giving of legal advice would be the function of the 
Taluka Legal Aid Committee or its equivalent. 

Requests for advice should be ma’de to the secretary of 
the committee who must be available at times which do not 
interfere with a typical applicant’s working day. He may give 
advice himself or refer the applicant to an advocate specialis- 
ing in the particular problem area. 

In giving legal advice, senior law students may be useful 
in ascertaining facts and interviewing clients. Similarly, the 
services of retired judicial officers will be most helpful. 

The decision as to whether legal advice will be rendered 
completely free or for a specified fee may be made based on 
a statement by the applicant of the particulars of his income. 
The general means criteria will apply. 

Fee to be charged from all who seek legal advice except 
those who are absolutely destitute may range from 25p to 
Rs 5 in the mofussii and Rs 10 in bigger cities for each con- 
sultation. Those who have the means can consult provided 
they pay full fees, like some Govt, hospitals. 

Properly drawn up document and advice in drafting are 
an essential constituent of any scheme of preventive legal aid. 

Settlements 

The legal aid machinery should be encouraged to 
promote conciliation and settlement, rather than litigation. 

Legal Aid in Civil Proceedings 

Extension of jurisdiction of Panchayat Courts 

It may be necessary to provide alternative forums for the 
disposal of claims of relatively smaller value when it is not 
necessary to investigate questions of title. For this class of 
cases we would favour an extension of the jurisdiction of the 
Panchayat Courts. 

Establishment of special forums like Motor Vehicles 
Claims Tribunals should not be optional. It should be 
obligatory on the part of State Govts to establish them and 
ad valorem court fees should not be charged in such cases. 

Amendment of orders XXXIII &XLTV of CP.C. 

Order XXXIII & order XLIV of CP.C should be 
amended so as to enable a court to assign a pleader at the 
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expense of the State for a person suing as an indigent person. 
Equally so for an indigent person who is a defendant. 

Recommendation that legal aid should not normally be 
given for the institution of any proceedings for divorce or 
judicial separation or for the custody of children, unless an 
attempt has been made by the Legal Aid Committee to ef- 
fect, if possible, reconciliation between the parties, and the 
aforesaid person agrees to a reasonable settlement. 

Reference to arbitration when both parties are indigent 

If in a case before a court both parties have obtained 
legal aid, court should not hear it but refer it to arbitration 
unless the issues involved are too complicated. Either the 
court or the parties may choose the arbitrator. If party insists 
on being heard before the Court and refuses arbitration, the 
legal aid may be revoked. The law should accordingly be 
modified. 

Writ proceedings 

We feel that the rules with regard to the grant of aid for 
the institution of a suit should also apply to the institution of 
proceedings under Art 226 of the Constitution. If the State 
Legal Aid Board is satisfied that the circumstances of the 
case are such as would warrant the moving of the Supreme 
Court under Art 32 in preference to moving the High Court 
under Art 226, it may for special reasons grant a certificate to 
that effect. 

Fee certificate is to be dispensed with. Cost awarded in 
favour, of the Legal Aid Committee may also be made 
recoverable as arrears of land revenue. 

After a legally aided person has been successful the assis- 
tance should be continued at the stage of execution. 

Amendment of Provincial Insolvency Act 

Amendment to Provincial Insolvency Act to provide that 
non-payment of decree amount by judgement debtor would 
be regarded as an act of insolvency, as recommended in the 
Third Report of the Law Commission, should be imple- 
mented. 

Amendment of order XLTV C.P.C. re: pauper appeals 

Printing of the judgement which is essential in some 
States, may be dispensed with in appeals filed on the basis of 
a certificate granted by the Legal Aid Committee. 

Vakalatnama to members of Legal Aid Committee 

The law may be amended to permit parties to execute 
Vakalatnamas in favour of the Legal Aid Committee, which 
would thereupon take over the function of assisting and 
pleading for the assisted person in the court. 

Legal Aid in criminal proceedings 

Liberalisation of Bail policy 

An indigent accused in a criminal proceeding stands the 
risk of denial of fair treatment and a fair trial when he does 


not have equal access to the legal services available to the 
opposite side and to more affluent accused. 

In determining the eligibility for legal aid in criminal 
cases, a means criteria should be applied, except in cases 
where the accused feces the death penalty or imprisonment 
for life upon conviction. 

An applicant should not be required to demonstrate a 
priraa facie case for his innocence or show the reasonable- 
ness of taking up his case. 

Legal aid should be denied to habitual offenders and 
generally to those involved in election, defamation and adul- 
tery cases in which an essentially ’private ’ claim is involved. 

Pragmatic and financial considerations may indicate to 
individual legal aid committee additional matters which may 
generally be excluded from legal aid eligibility. 

Legal aid to complainants in maintenance cases and in 
genuine private criminal complaint cases should be available. 

Those accused in preventive security cases under the 
Criminal Procedure Code and appellants already convicted 
in cases eligible for legal aid, should be given assistance, 
along with more conventional accused. 

Institutional arrangements for regular legal aid and ad- 
vice to inmates of jails and other institutions should be avail- 
able. 

Enlargement of category of bailable offences in Cr. P.C. 
and insistence on expeditious completion of pre-trial proce- 
dures. Release on a person’s undertaking to extern himself 
from the area may be tried. 

Commissioners of Police not to remand to police custody 

The existing practice of Commissioners of Police in 
presidency towns exercising magisterial powers in respect of 
remanding persons to police custody must be abolished. 

Access to a lawyer during investigation stage also 

The right of a person to have access to a lawyer at any 
stage of a police investigation should be legislatively 
provided. 

Police officers recording statements of accused under 
section 161 Cr. P.C must compulsorily give a copy of the 
same immediately to them. The likelihood of a person being 
released on his recognizance should be increased. 

Pleading guilty at time of assignment itself 

To shorten inordinate delays, Cr. P.C may contain provi- 
sions enabling the accused to plead guilty even at the time of 
assignments without having to wait for proper charge after 
notice report. 

Legal aid in pretrial phase should also provide for some 
rational and expeditious procedures to get grievances against 
enforcement agencies, including the police redressed. 

Post -trial Acquittance 

Some psychiatric and rehabilitation programmes will 
have to be built into the legal ai$ scheme itself whereby such 
persons when they come out of the criminal judicial process 
arc given proper counselling, correctional treatment and 
vocational guidance. 
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Legal aid should include free expert evidence, free copies 
of evidentiaiy documents, free laboratory and scientific 
facilities, exemption of court and witness fees and the like. In 
ah these matters, the Legal Aid Committees must balance 
the interests of justice and the circumstances of the defen- 
dant 

Civil adjudication for damages after criminal trial 

It is worth examining whether, at the end of a criminal 
trial, the case be made over for civil adjudication for damages 
without a novo trial, by suitably amending the civil and 
criminal procedures. 

Legal aid cannot rely entirely on an assigned counsel sys- 
tem utilising private lawyers, appointed on an ad hoc basis. 
Salaried legal services lawyers at taluka or block levels might 
become necessary. 

The use of 'duty solicitors’ as recommended in the 
Gujarat legal aid report, will assure legal assistance to an ac- 
cused immediately after arrest. 

Appropriate provision would also have to be made for an 
accused person to be represented at the stage of his Inal by a 
competent counsel. 

A specific provision should also be inserted in the 
CrJP.C, by which the State Government can extend the 
scheme of legal aid to any other category of proceedings 
apart from those mentioned above. 

Legal Aid for the working Class 

Legal aid for all workers so certified 

It is necessary to have a special panel of lawyers 
specialised in labour law If the legal service offered is to be 
qualitatively excellent. 

The proposed legislation should contain a blanket provi- 
sion that any worker, certified as such by any recognised 
Union or Labour Officer (or his dependent/heir) must be 
statutorily entitled to free legal aid and advice. 

Legal aid must also be given to workers irrespective of 
their wages. 

Research and report for redress 

The state committee of the Judicare Corporation of In- 
dia must be forwarded to the State and Central Governments 
in the 

Labour Department or Ministry for suitable action, and 
must be forwarded as a part of the anaual report to be 
presented to Parliament and / or the State Legislature. 

Group legal Insurance for workers 

The Employees Provident Fund Law should be amended 
to provide for a collective or group legal insurance for or- 
ganised working classes to assert their right 

Recommendation that without references to means and 
merits tests, wherever there is injury sustained by an agricul- 
tural labourer in the course and within the scope of his 
employment, the legal aid centre must take up the cause and 
strive to secure for his compensation, by negotiation and by 
legal action. 


Litigation Fund for workers 

A litigation fund in each industiy/cstablishment of over 
100 workers may be constituted for workers of the union to 
conduct their litigation. 

Pecuniary ceilings should be placed on industrial litiga- 
tion expenses. 

Govts to discourage public sector industries from litigation 
against workers 

Appropriate government must make public sector in- 
dustries models by not filing appeals against arbitral awards, 
unless it has wider impact on a question of law or policy, by 
ensuring that only lawyers who have a correct social perspec- 
tive and who are engaged in legal aid work are legal advisers 
to such industries. 

Industrial worker and Union Legal aid 

Legal aid should not be confined to proceedings before 
tribunals and labour courts but should also be available in 
the High Courts and the Supreme Court as well as in Civil 
Courts and Company Courts where workers are involved in 
litigation with employers. 

A worker should be presumed not to have sufficient 
resources to bear the expense of litigation except where his 
basic wage or salary is more than Rs 500 per mensem. 

In the case of a union, its financial condition must be 
taken into consideration in ascertaining whether it is eligible 
for legal aid. The Commissioner of Labour or Registrar of 
Trade Unions may be able to certify whether in the type of 
disputes where aid is sought and at the level of the fight in 
which aid is to be given, the union deserves help or not. A 
liberal view should be taken generally. 

In considering the reasonableness of the case of a union 
or workman applying for legBl aid, the Legal Aid Committee 
should consider whether the applicant has been guilty of any 
unfair practice in the case under consideration. 

If a' complaint of unfair labour practices is against 
management, the Legal Aid Committee should take up the 
case as a matter of public policy rather than placing respon- 
sibility for bringing such .. n action on a worker on union. 

Where an award at the trial level has been in favour of 
the union or workers jegal assistance! should be given, to them 
if management makes an appeal. 

However, the normal merits test would apply if the 
award trial is against the union or workers and they wish to 
appeal. 

LEGAL AID IN SUPREME COURT 
Amendments to Supreme Court Rules 

The Supreme Court Rules do not contemplate any direc- 
tion being given by the Court for the preparation of the 
records of the case at State expense. Provisions to that effect 
must be made. 

Legal aid should be extended liberally in the Supreme 
Court, covering lawyer’s service, exemption from printing 
costs and security for costs as well as the order that the loser 
pay all the costs. 
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For legal aid in the Supreme Court, any applicant earn- 
ing less than Rs.5000 per annum will be eligible for complete 
aid. Persons earning between Rs.5001 and Rs.10,000, may be 
required to make a contribution to the extent of half. 

In regard to merit test, legal aid should not be withheld if 
the case has broad social importance and will not otherwise 
reach the Supreme Court. 

There is no need for a merit test to be applied in regard 
to the appeals to the Supreme Court which are filed only 
after a judicial scrutiny followed by a leave certificate. 

Justice to the Constitution constrains us to treat the 
Scheduled Castes and Scheduled Tribes as a particularly 
handicapped class meriting sensitive help through specialised 
legal processes. 

Annual income of litigants may be the basis. Legal Aid 
briefs should be exempted from the need for Advocates on 
record. In the practice of the Supreme Court, legally aided 
briefs must receive special treatment and even if the party 
loses he should not me mulcted with costs throughout. 

When an appeal involving a difficult question of law is 
decided by an appellate court, the amount of costs occa- 
sioned thereby should be paid by the State. 

Legal Aid to Special Groups: Special Areas 

Legal Service Programme for Scheduled Castes 
& Scheduled Tribes 

Advisory Committee 

Legal Welfare Officers in the Harjjan Welfare Department 

An Advisory Committee should be set up to counsel the 
National Legal Services Authority in the matter of lepl aid 
services to the Scheduled Castes and Tribes. For tribal areas 
and Harijan habitations, Lepl Welfare Officers attached to 
the Harijan Welfare Department at district levels maybe ap- 
pointed. Activists with the proper orientation must be ap- 
pointed to key posts in such areas. In all civil cases, lepl aid 
and advice must be given free for Harijans and tribals except 
where they are income tax and/or sales tax ass esse cs. 

Amendment of Section 304 Cr.P.C. 

In criminal proceedinp, apart from lawyer’s services, wit- 
nesses’ batta, cost of getting copies etc. and even travel ex- 
penses to the police station or court must also be met. Sec- 
tion 304 Cr.P.C. may be amended to this effect. 

Suits on behalf of Haryans-Sanction provisions 
to be made inapplicable 

Where a lepl aid official starts a case on behalf of 
Harijans it shall not be invalidated for want of sanction e.g. 
under section 197 Cr.P.C No order of eviction should be 
made apinst a Scheduled Caste or Tribe member unless 
after expiry of 6 months of notice of decree to the District 
Collector or lepl aid unit, so that alternative living space 
may be found for the evictee. Every State should enact legis- 
lation in this behalf. Lepl aid officials moving on behalf of 
the affected victim must be deemed to be ’aggrieved persons’. 
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Summary trial for Offences re: Untouchability Act 

Trials of cases under the Untouchability Act or other 
notified Act must be by summary procedure. The Evidence 
Act or tht elaborate provisions of the Cr.P.C should not 
apply. The law must be suitably amended. Setting up of spe- 
cially sensitive Harijan 'cells in selected areas is worth a trial 

Defence Service & Legal Aid 

Declaration by Lepl Aid Committee instead of ValcaUt- 
nama Succession Certificate, eto, not to be necessary 

Legal aid should be given by the State to the members of 
the services, ex-servicemen as well as their families. The Na- 
tional Lepl Services Authority must lie with the soldiers’, 
Sailors' and Airmen’s Board at its various administrative 
levels so as to ensure free and ready lepl services to these 
military customers and their dependents. Legal services to 
such persons must be largely free, reprdless of the client’s 
means, and at reasonable charges in cases of officers. 

When a lepl aid centre duputes a lawyer on behalf of a 
member of the Armed Forces or his family, a declaration by 
the office of the Centre, as distinguished from a Vakalat- 
nama, must be treated as sufficient by the Courts. In relation 
to claims made by heirs of a deceased member of the Armed 
Forces, succession certificates should be dispensed with on 
production of heirship certificates from the Lepl Aid Or- 
pnisation. In criminal proceedinp, except in cases of grave 
offences, the requirement of surety should be dispensed with 
when granting bail. 

Legal Aid for Women, Children and disabled groups 

Family Courts & Children’s Courts to be set up - women 
not to be sent to police lock up 

Family courts and children’s courts, separate from civil 
courts, should be set up particularly in slum areas and in 
centres of rural poverty. A woman must necessarily sit on a 
family court bench. Women accused of crime should never be 
sent to police lock-ups. Lepl aid should be given to children 
under the Probation of Offenders Act, 1958. 

Public Defence Counsel in Children’s Courts 

The Children Acts debar advocates appearing in juvenile 
courts. Though the presence of private legal practitioners is 
not desirable, such courts should be provided with public 
defence counsel to defend the children and protect their in- 
terests. Free lepl aid centres can help under the Children 
Acts and the Suppression of Immoral Traffic Act. Reprdless 
of means, special concessions must be provided for women in 
civil actions for maintenance and divorce. 

Exemption to maintenance suits from court -fee 

In the Court Fees and Suit Valuation Acts, provisions 
should be made to exempt actions by women for main- 
tenance etc. from payment of court-fees, if tbeir income does 
not exceed Rs.5,000 per year. Lepl aid should also be ex- 
tended to a woman claiming custody of her child, and m 
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criminal proceedings, a separate wing for crime against 
women and children should be established. 

Women and Nyaya Panehayats 

In the nyaya panehayats, there should obligatorily be 
women in the panel. In the recruitment to the judiciary 
greater representation for women is necessary. 

Order 1 and 032B C.P.C. Amendment to enable Courts to 
pass orders safeguarding children’s interests 

Family disputes affect off-springs. Our procedural laws 
do not recognise this fact. Under J, GP.G, a child cannot be 
a party, to a suit or proceedings. Courts can, in such cases, be 
empowered to issue notices to the local legal aid committee 
to furnish a relevant paper, so that it shall be a party to the 
proceedings and safeguard the interests of the child. Order 
32 B, CP.C may be amended also to provide that the courts 
shall have power to pass such orders as are deemed just to 
prevent the moral and material abandonment of the child. 

Amendment to Section 125 Cr.P.C. to proride for destitute 
child of persons sent to jail 

Section 125, Cr.P.C may be amended to provide that, if a 
destitute child is left by a person sent to prison, the Court 
may direct the reception of the child into an institution or a 
•willing family. Minors litigating for bona fide reasons, 
through a representative other than their legal guardian must 
be deemed to be without reasonable resources and legal aid 
should be given. 

Other Minorities and Groups 

Visits by Legal Aid Committees to ensure compliance with 
Prison Rules 

Legal aid movement should champion the cause of 
minorities and test case should be brought in court, without 
reference to means test Independent bodies like the Legal 
Aid Committees may be given powers to visit prisons peri- 
odically to ensure the proper enforcement of Prison Rules. 

ANDAMAN & NICOBAR ISLANDS 

Shortcomings re Administration of justice in Andaman & 
Nicobar Islands. Suggestions for reforms 

Certain areas in the Nicobar group have no civil courts at 
all. Virtually all these backward Islands have no lawyers also. 
The legal aid programme should provide (a)' legal advice 
bureaux manned by lawyers in each development block; • (b) 
duty counsel in each court and (c) legal aid committees on 
the general pattern for each island and around every court- 
centre, A subsidy should be given to any lawyer who agrees 
to settle down there outside Port Blair professionally. There 
is a good case for adding to the civil and criminal powers of 
the nyaya panehayats. Fare for travel between any island and 
Port Blair and between Port Blair and Calcutta should be 
half the regular fare if the trip is certified by a judicial officer 
as necessary for filing a legal proceeding in one of the higher 
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courts. It is good to organise research as part of legal aid. A 
Judicial Commissioner’s Court at Port Blair is worth serious 
examination. The separation of the Executive and the 
Judiciary must also be carried out. 

Laccadive & Minicoy Islands 

There are no lawyers here. Advice Bureaus of lawyers 
should be set up. A system of nyaya panchayat in every island 
will be a forward step by way of legal aid to the poor. A 
scheme of legal aid, administered by the judiciary, is likely to 
carry prestige and credibility. Free legal advice to all but the 
well to do, to women regardless of means, service of counsel 
in court to every one who in the view of the court is weak and 
unable to engage one, should be given. The concession of 
25% now granted in the matter of court fees in the Scheduled 
area and which expires in 1973 must be continued. The Sub- 
Judge at Kavaratti may be invested with the powers of a Ses- 
sions Judge which would save enormous sums of money for 
accused and the prosecution who have now to go to Calicut- 
The Sessions Judge may also travel to the Island to hold tri- 
als. Power of District Judge under Section 24, CrJP.C to 
transfer cases from one Munsif to another can also be made 
over to the Sub-judge at Kavaratti by a notification by the 
State Government 

Law Commission must study the customs in the Islands 
and the obsolescent property ownership system in the light of 
modem property law and family law. A typist-rom-copyist 
may also be appointed for each court- and carbon copies of 
judgments be certified as true copies. 

Panchayafi Justice & Legal Aid 

Role of Nyaya Panehayats — Report of study Team of 1962 

We must create mini-courts which save the poor from 
litigation - a radically different non-judiciahscd forum for 
conciliation and adjudication. (14th Report of Law Commis- 
sion and the Report of the Study Team on Nyaya Panehayats 
quoted from, as also their recommendations.) 

Recommendations 

Subject to the modifications suggested in our recommen- 
dations, the Draft Bill appended to the Report of the Study 
Team of 1962 should be enacted. It may first be implemented 
in the Union Territories so as to make the idea credible to 
States. 

The civil jurisdiction of Nyaya Panchayat must be ex- 
tended to cover all litigation where the subject matter is 
Rs.1000 or less. 

Suits upto the value of RsJZOOO may be heard with the 
written consent of the parties. 

On the criminal side, the court must have the powers of 
Third Class Magistrate as well as jurisdiction to hear main- 
tenance cases. 

Execution of decrees, orders and sentences must be 
made by the panchayat board itself except where immovable 
property on civil side and imprisonment on crime side are in- 
volved. 

Lawyers will not ordinarily be allowed to appear except 
for a revision. 
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The draft bill drawn by the Study Team under the Chair- 
manship of Shri CR-Rajagopal may be brought into force in 
the light of modifications we suggested. 

Miscellaneous Matters 

Special Tribunals — Representation by lawyers may be per- 
mitted 

In departmental enquiries against Government servants, 
the accused officer may with the permission of the discipli- 
nary authority avail himself of the assistance of a legal aid 
practitioner. Provisions barring representation by legal prac- 
titioners before bodies or Tribunals other than courts must 
be removed e.g. in Rent Control, Land Reform litigation etc. 

Refund of Court fee in appeals 

Some Indian statutes provide for refund of court fee to a 
successful party in certain cases e.g. section_13 of the Court 
Fees Act, 1870. If an uncertain legal position calls for a 
higher court in appeal, in all such cases refund should be 
made. Special Leave matters before Supreme Court would be 
proper instances for refunds. Initially it may be made ap- 
plicable to persons whose income falls below Rs.5,000 per 
year. 

Fund to compensate for losses sustained by counsel’s 
dishonesty 

Legal Fund may be set up to compensate for loss sus- 
tained by a client as a result of his Counsel’s dishonesty. 

Suitors’ Fund may be constituted to provide for the pay- 
ment of costs of both the parties out of such Fund where a 
substantial question of law is involved in the matter or mat- 
ters of public interest. 

Eligibility for such reimbursement may be certified by 
the appropriate counsel and may consist of total compensa- 
tion to those litigants earning between Rs.5000 and 
Rs.10,000. 

Legal Aid & Law Schools 

Law Students —to appear before Courts on behalf of 
indigent clients 

Law School clinics should be a visible and effective in- 
strument for community education and a wide variety of far 
reaching preventive legal service programmes. 

Statutory adoption of Student Practice Rules enabling 
law students to appear in court on behalf of indigent clients 
would be a good step. Similar rules obtain in Canada, Ceylon, 
Costa Rica etc. Advocates Act to be amended suitably. Draft 
section 33-A indicated. 

A monthly stipend of Rs^50 during the period and a 
possibility of being admitted to the collegium of legal aid 
lawyers would give a student initiative and confidence for 
starting professional career in legal aid work. 

Compulsory public service as part of Law School curricula 

Whether a 6-months period of compulsory public service 
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in a rural or tribal legal aid agency towards the end of the 
3-year academic instruction can be prescribed needs to be 
examined. 

Research, Law Reform and Evaluation 

Research and Law Reforms functions should be built 
into the National Scheme for legal aid and a suitable ap- 
paratus should be provided to undertake and promote 
research to examine law reform proposals, to identify the real 
problems of poor and suggest remedies and to evaluate the 
legal aid programmes and institutions. 

There shall be a Research Director at the National level 
dealing with (i) Statistics (ii) Social and economic problems 
of the indigent (iii) Litigation Research including test case 
litigation (iv) Legislative Research and (v) Performance 
Audit and Evaluation. Likewise.at the State level. 

The consultative councils comprising legislators, civil ser- 
vants, men and women in public life, nominees from Bar 
Council of India, Social Welfare Board, Planning Commis- 
sion, Commissioner for Scheduled Castes and Tribes etc, 
should be created at the National, State and District levels to 
keep the legal service programme in touch with different 
strata of society. 

Communication and Training 

An effective communication programme by means of 
radios, television, and films as to the availability and location 
of legal services and to make people aware of their rights un- 
der law, is the first imperative. 

An eight week intensive training course should be given 
for full-time legal aid lawyers and para-professionals. Penal 
lawyers must receive two weeks of training and refresher 
courses in order to draw on the required experience of legal 
aid workers. 

A National Training Institute for legal aid may be estab- 
lished to co-ordinate and refine the work. 

Legal Aid and the Legal Profession 

RJ39 B, framed under the Advocates Act — Not sound 
— Law necessary to impose an obligation. 

Duty to render legal aid imposed on every Advocate. No 
machinery to enforce the obligation. Obligation must be cast 
by a statute on all lawyers to do a specified minimum of legal 
aid work. 

Failure to accept legal aid brief except for proper and 
justifiable reasons should be regarded as professional mis- 
conduct. 

The Legal Aid Committee would assign cases to counsel, 
taking into account the preferences of the client into con- 
sideration. 

Profession of Law vis-a-vis Legal aid 

A public sector in the practice of law which may compete 
with and provide a reasonably priced alternative to the 
private legal services, may be created. Central and State 
Governments and public sector undertakings pay fanciful 
fees to lawyers to represent them, which inflates the standard 
of fees. They should decide to pay only reasonable fees, to be 
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fixed by the National-Legal Services Authority. Company 
Law Boait) should issue directives to Private. & Public 
Limited Companies to entrust their work only to State- 
provided lawyers as far as possible or private lawyers on fees 
fixed by the aforesaid authority. Sanction should also be 
provided that companies violating the directive shall not be 
permitted to debate the legal expenses incurred by them in 
the accounts of the company but shall be borne by the Direc- 
tors. 

Companies Aet-Amendment to bar reimbursement of costs 
to Directors by firm in certain cases 

When Directors of a company challenge investigation 
under Section 235 or 237 of the Companies Act, the costs are 
reimbursed to them from out of the Company’s fund, Direc- 
tors, therefore, engage the best counsels at fanciful fees. 
Companies Act should be amended to provide that costs in 
such cases shall not be reimbursed, unless the Court other- 
wise orders. 

Payments to Law Officers of the Govts to be limited 

The State and its subsidiary agencies should not pay to 
anyof its law officers fees of an undue dimension. The maxi- 
mum limit of theilr fees should be fixed. 

Lawyers’ Serfjce Co-operatives ‘—Incentives that 
may be given 

Lawyers’ Service Cooperatives (with bye-laws approved 
by the National Authority) to provide legal aid may be en- 
couraged. If they work well, some part of the Government 
work may be handed over to them and rewards may be given 
in the form of tax exemption etc. to members of such co- 
operatives, as also free office premises, preference in judicial 
appointments and the like. 

Role of Vohin taiy Agencies 

Voluntary agencies should be closely associated with 
legal aid organisations and they should be represented at all 
levels including National Legal Service Authority. Associa- 
tions with a proven record of service in this field can be given 
subventions or grants for legal aid subject to the usual finan- 
cial safeguards. 

Where an organisation renders direct legal aid, it can 
claim associate status and have it conferred by the National 
Scheme. 

Muni Test in Legal Aid 

CP ^ mcnt * ment informa pauparis provisions of Order 33 

The assets limits under Order 33, CP.Cshould be raised 
to Rs. iooo an< j i {„ computing the cost of litigation an 
amount equal to the court-fee be added to represent the cost 
of witnesses, printing etc. 

As a genera! matter, completely subsidised legal aid 
should be available to any family unit consisting of husband, 
I and children whose gross income is Rs.2400 per year or 


Family units whose gross income is more than Rs.5000 
per year will not be eligible for any assistance. 

The eligibility criteria would apply to civil and criminal 
litigation and the following are automatically eligible for legal 
aid i.e. Scheduled Castes and Tribes, women and children 
bringing anion under section 488 Cr. P.C, defence personnel, 
Indian Embassy Staff abroad earning less than Rs.5000 per 
annum, lunatics etc. 

Private corporations, co-operatives and charitable groups 
are also eligible for legal aid where their objects are of social 
welfare type. 

Means test may be deferred in urgent type of cases and 
the applicant may sign a bond promising to make good the 
financial liability at a later date. 

Any false declaration of the income and other particulars 
as to the financial means of the applicant would be an of- 
fence punishable with fine upto Rs-250. 

Organisation of Legal Aid 

Administrative set-up — Preferably Specialised Agency 
—A Statutory Organisation. 

A separate Govt. DeptL-not advisable, since the in- 
dividual has to be assisted against Govt. Deptts. as well, nor 
to be entrusted to the judiciary. A specialised Agency would 
be best A statutory organisation should be created for the 
purpose. 

Necessary Legislation may be enacted by Parliament for 
the establishment of a Statutory Corporation called National 
Legal Service Authority. 

The Member-Secretary of the Local Committee shall be 
the Chief Executive Officer who will give legal advice, draft 
simple documents, receive applications for legal aid and 
above all appear in courts in some cases. He shall be paid a 
fixed salary. 

Where a large section of weaker strata of the community 
is concentrated far from the Headquarters of Legal Aid 
Committee, a legal Extension Officer may be posted at the 
Block Headquarters to give legal advice to them. 

Above the Local Committee, there shall be a District 
Legal Aid Committee headed by a full-time paid Secretary to 
supervise and guide the local committee and dispose of ap- 
peals against the orders of local committee refusing aid. 

Apart from the Counsels on the Penal a full time Public 
Counsel for the indigent may be appointed to do all legally 
aided cases. 

The National Legal Services Authority would be respon- 
sible for laying down the policy, administer the scheme of 
legal aid and for making grants-in-aid to the State Legal Aid 
Boards. 

Provision may be made by the National Authority and 
State Boards for purposes of establishment of funds, and ex- 
emption from Income Tax and Wealth Tax. 

Preference will be given to those who have worked under 
the legal aid scheme in making appointments to the Judicial 
Service of the State or even by reserving a certain percentage 
of appointments to them. 

Financial Aspects of Legal Aid 

Financial Estimates 
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The finances to be required for implementing the project 
are roughly estimated at pp. 229-230. 

Source of Funds 

Not by imposing special surcharges on Court-fees et<x, 
the provision of legal aid is one of the normal functions of 
the State and funds for this purpose would have to be 
provided in the same manner as for any other public pur- 
pose. Burden can be alleviated by charging fees for legal ad- 
vice and diverting costs awarded to the Fund. Private dona- 
tions may be encouraged by making them exempt from 
income-tax. 

According to the data collected by Tamil Nadu Com- 
mittee, the number of cases is not much as to throw a con- 
siderable burden upon the financial resources of the State. 

The average cost of each Secretary for a Local Com- 
mittee would be Rs. 7860 per annum and for 3026 Taluks, the 
cost would be Rs. 238 lakhs per annum. Likewise, the cost of 
each Secretary for District Committee would be Rs. 9,500 
and for 356 Districts, Rs. 34 lakhs. 

The total expenditure which is likely to be incurred in 
covering the entire country with a network of legal centres 
and committees would come to Rs. 3-5 crores. 

Once it is recognised that the provision of legal aid is 
one of normal functions of State, the funds would have to be 
provided in the same manner as for any other public pur- 
pose. 

It may be possible to stimulate donations from private 
sources for legal aid by making such deduction charitable and 
hence exempt from Income Tax. 

A Phased Programme 

Action required 

Enactment of comprehensive legislation to cover all 
aspects would take time. Executive action can be effected 
more speedily. Some of the recommendations can be imple- 
mented straightway by executive orders of State Govern- 
ments and Union Territories. Some require amendment of 
Schedule of CP.C to be done by High Courts with the ap- 
proval of State Govemments/Central Government, as the 
case maybe. Some call for amendment of CP.C and Cr.P.C 

Stage by stage implementation of a project particularly 
an elaborate scheme like this would have certain inherent ad- 
vantages of its own and postponement of the scheme till last 
detail is ready for execution is not wise. 

The establishment of National Legal Services Authority 
and State Legal Boards requires comprehensive Parliamen- 
tary legislation, but the framework of local and district com- 
mittees and the State Boards can be established by executive 
orders. 

‘ Executive orders should provide for legal aid to accused 


persons in sessions cases, respondents in appeals against ac- 
quittals or in revision petitions for enhancement of sentence 
provision for the assignment of counsel to all persons who 
are authorised under the existing law to sue and appeal as 
paupers and petitioners in maintenance cases. 

A comprehensive Legal Aid and Advice Act should be 
passed by Parliament and necessary steps for this purpose 
might be taken at an early date. 

Legislation Immediately Feasible 

Legal Aid Provisions in the Cr.P.C Bill pending before 
Lok Sabha. Necessary amendments as suggested by us may 
be moved. 

Advocates (Amendment) Bill-q>cnding in Lok Sabha-be 
amended further to provide for an obligation on Advocates 
to do a certain number of legally aided cases and for enabling 
law students to appear before courts. 

Executive Orders to be made Immediately 

To provide for legal aid to accused in sessions cases, 
respondents in appeals against acquittals, and to petitioners 
in maintenance cases. Central Govt, should take immediate 
action re: Union Territories. 

To assign counsel to all persons who are authorised un- 
der the existing law to sue and appeal as paupers and to 
pauper plaintiffs who are respondents in appeals. 

To enable an individual to defend as pauper, an amend- 
ment to the CP.C by the High Courts would be sufficient. 
In order to expedite matters a suitable amendment to the 
Schedule to the CP.C may be drafted by the Central 
Government and circulated to State Governments for adop- 
tion by the High Courts. 

Comprehensive Legislation on Legal Aid 

To be passed by Parliament— establishing the National 
Legal Services Authority and the State Legal Aid Boards 
and providing for their composition and powers. 

The law may come into force on dates to be specified by 
the Central Government by notification-may be different 
dates for different provisions and for different States— but 
not later than 2 years from date of enactment. 

Special Cell for preparatory work 

Since a lot of preparatory work is required, the task of 
implementing the proposals should be entrusted to a Special 
Cell incharge of an officer with sufficient enthusiasm and 
vigour. 

' The urgency of translating our recommendations in a 
phased way into reality is to have legal order from lawless- 
ness and to achieve social transformation. 
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banks and financial institutions; 

(d) guarantees issued by banks; 

(e) letters of credit, unsecured advances and special provi- 
sions relating to recovery of loans. 
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Revision of the Negotiable Instruments Law— General Ap- 
proach 

The law relating to negotiable instruments is not really 
part of the law of any one nation but applies to the commer- 
cial world in general transcending national barriers. The Ne- 
gotiable Instruments Act, J881 of our country requires 
changes in Bcveral respects to suit the banking and commer- 
cial practices of modem days. In order to further the 
development of international intercourse in industry, trade 
and commerce, it is desirable that the provisions of our nego- 
tiable instruments law are drawn up to be in step with inter- 
national conventions and models or other advanced 
countries. Taking into consideration the fact that the U.K. 
has already joined the European Common Market and that 


serious attempts arc being made to reconcile the economic 
and commercial laws of the European continent and the 
U.K., the divergence based on the common law system and 
the civil law jurisprudence is proving to be gradually of lesser 
importance. Though by and large our laws have been 
modelled on the lines of those of the U.K. and the other 
common law countries and naturally our main reliance even 
today is on the provisions that are found to be in force in the 
common law countries, wherever wc find that for cogent 
reasons it would be desirable for us in certain respects to 
adopt provisions found in the Geneva conventions or in the 
other continental laws, wc need not be inhibited from adopt- 
ing such provisions. Ultimately, the question is what would 
be suitable for the commercial and economic development of 
our country? 

The Law Merchant is not a closed book and the 
categories of negotiable instruments are also neither fixed 
nor stereotyped. The features of negotiable instruments in 
general are sufficiently well-known and they require no ex- 
press statutoiy incorporation. Hence, it is not necessary to 
have a general statutoiy definition of the basic requisites of a 
negotiable instrument, and the method adopted by the NIA 
would serve the purposes of the statute. As and when it is 
considered nccessaty for the legislation to cover negotiable 
instruments other than the specified categories covered by 
the statute the definition need concern itself only with the 
particular criteria to be fulfilled by instruments to come 
within such category 

Negotiable certificates of deposit have proved in other 
countries as a potentially volatile source for deposit mobilisa- 
tion by commercial banks, and this is attributed to their sen- 
sitivity to interest rates, attractive yields and marketability of 
banks in India, introducing negotiable certificates of deposit 
merits careful consideration by the Reserve Bank of India 
and the Government having regard to the needs of our 
countiy’s banking and economic development. 

It is not necessary to introduce any special provision in 
the statute to provide for the issue of negotiable certificates 
of deposit by banks, as they will qualify as time promissory 
notes. 

When it is considered desirable for banks to issue nego- 
tiable certificates of deposit, Government may, by notifica- 
tion, exempt such certificates of deposit from liability to be 
stamped as time promissory notes. 

Negotiable Instruments— Formal Requisites 

While it is necessary thdf in view of their special charac- 
ter and incidents negotiable instruments should conform to 
certain essential formal requisites, in considering such requi- 
sites we have to allow for suitable adaptations and give 
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greater importance to the mercantile necessities of modem 
times, for the healthy development of commerce and trade. 

An instrument containing a promise or order to pay 
should not be regarded as conditional when: 

(a) it states its consideration, whether performed or 
promised or the transaction which gave rise to the instru- 
ment, or that the promise or order is made or the instrument 
matures in accordance with or "as per" such transaction; or 

(b) it refers to or states that it arises out of a separate 
arrangement; or 

(c) it states that it is drawn under a letter of credit; or 

(d) it states that it is secured whether by mortgage 
reservation of title or otherwise ; or 

(e) it indicates a particular account to be debited or any 
other fund or source from which reimbursement is expected; 
or 

(f) it is limited to payment out of a particular fund or the 
proceeds of a particular source, the instrument is issued by a 
government or governmental agency or unit; or 

(g) it is limited to payment out of the entire assets of a 
partnership, un-incorporated association, trust or estate by or 
on behalf of which the instrument is issued. 

However, the promise or order should not be regarded 
as unconditional if the instrument states that it is subject to 
or governed by any other agreement; or if it states that it is 
to be paid only out of a particular fund or source. 

The recognition of a documentary bill, under the Act, 
would be consistent with the mercantile theory. Having 
regard to the aim of the new Bill Market Scheme which the 
Reserve Bank of India has promoted and the objectives of 
credit policy, it may not be desirable to do away with bill 
hundis. The objectives of credit policy would be better 
served if we could expressly validate a bill of exchange with 
the condition that payment thereon is to be made only 
against transfer and/or delivery of the documents referred to 
in the bill. Hence, the second paragraph of section 5 of the 
NIA should be further amplified to provide that with 
reference to a bill of exchange, other than a cheque, the mere 
fact that payment on the bill is made subject to the transfer 
and delivery of the documents of title to goods attached 
thereto does not make the instrument per se conditional. 

The amount payable on a negotiable instrument should 
be considered as sum certain even though it is to be paid: 

(a) with stated interest or by stated instruments; or 

(b) with stated different rates of interest before and after 
default or a specified datejor 

(c) with a stated discount or addition if paid before or 
after the date fixed for payment ; or 

(d) with exchange or less exchange, whether at a fixed 
rate or at the current rate. 

An instrument should be considered as drawn or made 
payment at a definite time when by its terms it is payable: 

(a) on or before a stated date or at a fixed period after a 
stated date; or 

(b) at a fixed period after sight; or 

(c) at a definite time subject to any acceleration. 

"Signature" should be defined as "the writing or other- 
wise affixing a person’s name or a mark to represent his 
name, by himself or by his authority with the intention of 
authenticating a document as being that of or as binding on 
the person whose name or mark is so written or affixed." 

Whether in any instance, the facsimile would qualify as a 

206 


"mark" validity affixed with the requisite intention and thus 
be regarded as proper signature, could be left to facts of the 
particular case. But banks would be in order to ask for a 
proper indemnity before agreeing to act on facsimile signa- 
tures as a matter of course. " 

The third paragraph of section 20 of the NIA may be 
substituted to provide that. 

An instrument shall be deemed to have been made ac- 
cepted, drawn or endorsed on behalf of a corporate body if 
drawn, accepted, made, or endorsed in the name of, or on 
behalf or on account of a corporate body by any person ac- 
ting under its authority, express or implied. 

For the healthy development of commerce and trade it is 
necessary to discountenance instruments made or drawn 
without a date, though the fact that the instrument is ante- 
dated or post-dated should not affect its validity. Hence, an 
undated instrument should be made invalid, but the validity 
of an instrument should not be affected merely for the 
reason that it is ante-dated or post-dated. 

Where an instrument is ante-dated or post-dated the 
time when it is payable should be determined by the stated 
date of the instrument is payable on demand or at a fixed 
period after date, and where the instrument or any signature 
thereon is dated, the date may be presumed to be correct 

Section 20 of the NIA may be modified to provide that 
before a prima facie authority to make or complete the in- 
strument is presumed in favour of a person the delivery of 
the in choate instrument to that person should be in order 
that it may be converted into a negotiable instrument and 
that he should fill up the instrument within a reasonable time 
and strictly in accordance with the authority given. 

The scope of section 20 of the NIA need not be confined 
only to delivery of signed papers which are stamped with duty 
as per the stamp law. 

There should be an express provision that as against a 
holder in due course, the defence that when the instrument 
was signed it was inchoate and there was no "delivery" should 
not be allowed to be set up. 

Section 18 of the NIA may be amplified to provide also 
that where the words arc ambiguous or uncertain, reference 
may be made to the figures to fix the amount. 

The practice of banks in India to return a cheque where 
there is a discrepancy in the amount expressed in figures and 
the amount expressed in words may be discontinued in order 
to reduce the return of cheques for needless causes. 

The law should provide that hand written terms control 
typewritten and printed terms, and typewritten control 
printed. 

An instrument should be regarded as payable to bearer 
when by its terms it is payable to "cash* or "order of cash" or 
any other indication which docs not purport to designate a 
specific payee. Unless the instrument indicates that a signa- 
ture is made in some other capacity, it should be regarded as 
an "endorsement". 

Section 17 of NIA should be clarified that a bill of ex- 
change drawn on the drawer is effective as a promissory note. 

"Material alteration' with reference to an instrument 
means any alteration which changes the contract of any party 
thereto in any respect, including any such changes in: 

(a) the number of relations of the parties; or 

(b) an incomplete instrument by completing it otherwise 
than as authorised; or 
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(c) the writing as signed, by adding to it or by removing 
any part of it; or 

(d) the dated, the sum payable, the time of payment, or 
the place of payment; or 

(e) the addition of a place of payment where the instru- 
ment has been accepted generally, without the acceptor’s as- 
sent; or 

(f) the addition of the name of a new maker to a joint 
and several note, without the consent of the original markets; 
or 

(g) an alteration in the name of the payee of an order 
cheque; or 

(h) an unauthorised description in the payee’s name; or 

(i) the alteration of an inland bill to foreign bill; or 

(j) alteration of a foreign bill by adding either on the 
face of the bill or to the endorsements, the rate of exchange 
according to which the bill is to be paid; or 

(k) the addition of the words requiring payment of inter- 
est at a specified rate, where originally the instrument has 
been drawn for the payment of "lawful interest". 

The effect of a material alteration without the assent of 
all the parties liable on the instrument should be to avoid the 
instrument except as against the party who has himself made, 
authorised or assented to the alteration and his subsequent 
endorsers. But the alteration should not have such effect 
where the alteration was made by a stranger without the con- 
sent of or any negligence or fraud on the part of the holder, 
or where the alteration was made in order to carry out the 
common intention of the original parties. 

The person who has substantially contributed to the al- 
teration of a negotiable instrument should not be allowed to 
take advantage of his negligence and escape his liability on 
the instrument As between an innocent third party and the 
negligent party, it is equitable if the latter is made to bear the 
loss. Hence, any person who by his negligence substantially 
contributes to a material alteration of the instrument or to 
the making of an unauthorised signature should be precluded 
from asserting the alteration or lack of authority against a 
holder in due course or against a drawer or other payer who 
pays the instrument in good faith and in accordance with the 
reasonable commercial standards of the drawee's or payer’s 
business. Section 82 of the NIA may be substituted by a 
provision to the effect that in cases of material alterations of 
the text of a bill of exchange, promissory note or a cheque, 
parties, who have signed or acted thereon subsequent to such 
alterations when such alterations are not apparent are bound 
according to the altered text; and parties, who have signed or 
acted thereon before such alterations, are bound according to 
the terms of the original text 

Section 82(a) of the NIA may be substituted to provide 
that the holder of an instrument may even without considera- 
tion discharge any party: 

(a) in any manner apparent on the face of the instrument 
or the endorsement, or by intentionally cancelling the instru- 
ment or the party’s signature by destruction or mutilation, or 
by striking out the party’s signature; 

(b) by surrender of the instrument to the party to be dis- 
charged. 

It is equitable and just to all the parties and would afford 
banks a reasonable amount if protection of a forged signa- 
ture is treated as an "unauthorised signature" capable of 
being ratified without affecting liabilities which may arise un- 
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der the criminal law. For this purpose, "unauthorised signa- 
ture" may be defined as a signature which is made without ac- 
tual, implied or apparent authority and as including a 
forgery. It should be further provided that any unauthorised 
signature is wholly inoperative as against the person whose 
name is signed unless ratified or is precluded from denying it, 
and that any unauthorised signature may be ratified for the 
purpose of the negotiable instruments law and such ratifica- 
tion does not per se affect any right of the person ratifying 
against the actual signer or liabilities arising under the 
criminal law. 

An unauthorised signature which would include a 
forgery, shall operate as a signature of the unauthorised sig- 
ner, in favour of any person who in good faith pays the in- 
strument or takes it for value. 

Abolition of the stamp duty as regards usance bills and 
notes would certainly be a measure that would encourage and 
promote speedier settlement of short-term commercial claim 
by means of usance bills. This would also help the develop- 
ment of genuine trade and commercial bills and the growth 
of bill market, and would facilitate the provision of credit 
against such bills. Hence, Government may consider, in con- 
sultation with the Reserve Bank of India, the feasibility of to- 
tal remission of stamp duty payable on usance bills and 
notes. Total remission of stamp duty is not now feasible, on 
the analogy of foreign bills received in India which require to 
be stamped in this country. Government may provide for the 
other bills and notes also to be stamped with special adhesive 
labels. 

Negotiable Instruments - Parties Thereto 

For the sake of commercial convenience, the law should 
be amended to permit an instrument being drawn with alter- 
native drawees, and the holder of such an instrument, upon 
the first dishonour thereof by any of the named alternative 
drawees should be entitled to have his resource against the 
drawer and endorsers. 

’Bearer’ should be defined as a person in possession of 
an instrument which is payable to bearer or endorsed in 
bank. The position of the purchaser of a banker’s draft may 
be clarified by bringing him within the framework of the ne- 
gotiable instruments law. The position of the purchaser of a 
banker’s draft is approximately the same as that of the payee 
and the Law Merchant has also recognised him as owner of 
the instrument. Where the purchaser takes the banker’s draft 
in his own name, .there is no difficulty. Where he takes it in 
the name of a third person, he cannot transfer the same by 
endorsement but can transfer the same by delivery only to 
the named payee. Since the instrument is not drawn in his 
favour the paying bank may not be aware of his title to the 
instrument, and his claims would be mainly against the issu- 
ing bank. Subject to such limitations, which may be clarified 
separately, the purchaser of a banker’s draft not made out in 
his own name may nevertheless be recognised as the holder 
thereof. This could be done by defining ’holder’ as including 
a person to whom the instrument has been issued, whether or 
not it is made out in his own favour. The holder of an instru- 
ment which is drawn or made out in favour of a third party 
can negotiate the same by mere delivery thereof to the 
named payee only and it should be provided that such holder 
cannot directly enforce payment.on the instrument from the 
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drawer. 

’Holder’ may be defined as a person in possession of an 
instrument which is either drawn or endorsed to him or to his 
order or to bearer or in blank, and as including also the pur- 
chaser to whom the instrument is issued but not including a 
beneficial owner. 

’Issue’ of an instrument may be defined as the first 
delivery of an instrument to a holder or a purchaser. 

It is necessary that the circumstances when a person 
could claim to be a holder in due course and the defenses 
that may or may not be raised against him are indicated with 
as much precision as possible. Hence, in section 9 of the 
NIA, the expression "becomes overdue" shall be substituted 
for the words "became payable". The section should also be 
modified to make clear the position that a person can claim 
as a holder in due course only when he takes the instrument 
for consideration whether the instrument is payable to bearer 
or order. An explanation may also be added to this definition 
to draw reference to the provisions which indicate when a 
defect may be said to exist in the title of a person to an in- 
strument 

"Restrictive endorsement" may be defined as an endorse- 
ment which either 

(a) purports to prohibit further transfer of the instru- 
ment; or 

(b) includes the words "for collection", "for deposit", "pay 
any bank" or like terms signifying a purpose of deposit or col- 
lection; or 

(c) otherwise states that it Is for the benefit or use of the 
endorser or of another person. 

A restrictive endorsee should be defined as a person 
taking the instrument under a restrictive endorsement. 

The old Common Law rule as regards conditional en- 
dorsement operates harshly, and hence, the law should 
provide that where an instrument purports to be endorsed 
conditionally the condition may be disregarded by the payer 
and that the payment to the endorsee is valid whether the 
condition has been fulfilled or not 

•Accommodation party" may be defined as a person who 
has signed the instrument as drawer, acceptor or endorser, 
without receiving value therefor and for the purpose of lend- 
ing his name to some other person. 

Where in an instrument payable to order the payee or 
endorsee is wrongly named, or his name is misspelt, he may 
endorse the instrument as therein described, adding, if he 
thinks fit, his proper signature; but signature in both names 
or both designations (as the case may be) may be required by 
a person paying or giving value for the instrument. 

The introduction of the concepts of ’fictitious payee’ and 
'non-existing payee’ in the Negotiable Instruments Law has 
come in for considerable criticism and has been the cause of 
confusion. Judgments dealing with the question exhibit 
refinements, if not inconsistencies, which render it almost 
impossible to formulate the general effect of the provision. 
Hence, to deal with instruments drawn in favour of payees 
who are either imaginary or unintended, the law should 
provide that: 

(l)An endorsement by any person in the name of a 
named payee is effective if, 

(a) an imposter through the use of the post office or 
otherwise has induced the maker or drawer to issue the in- 
strument to him or his confederate in the name of the payee, 
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or 

(b) a person signing as or on behalf of a maker or drawer 
intends the payee to have no interest in the instrument, or 

(c) an agent or employee of the maker or drawer has 
supplied him with the name of the payee intending the latter 
to have no such interest 

(2) Nothing in this provision shall affect the criminal or 
civil liability of the person so endorsing. 

Section 121 of the NIA may be substituted by a provision 
on the following lines: 

"By making, drawing or accepting, the party admits as 
against all subsequent parties including the drawee, the exis- 
tence of the payee and his then capacity to endorse, and such 
party is also precluded from denying as against all subse- 
quent parties, including the drawee, the payee’s capacity to 
endorse on the ground of any defect which existed on the 
date of such making, drawing or accepting." 

Until the contrary is proved, the endorsements appearing 
on an instrument shall be deemed to have been made in the 
order in which they appear. I 

An endorsement which shows that it is not in the claim 
of title shall be deemed to be notice of its accommodation 
character. 

Since it is important that a mercantile instrument should 
not be an embarrassing document any restriction on the right 
to negotiate cannot be presumed. Hence a restrictive 
endorsee’s nght to further transfer or negotiate the instru- 
ment should not be affected unless the endorsement though 
restrictive in any respect also specially precludes negotiation. 

The law should provide that the first holder of an instru- 
ment claiming under a restrictive endorsement if otherwise 
qualified, will be a ’holder in due course’ provided he acts 
consistent with such endorsement and that a subsequent 
holder will also be, if otherwise qualified, a holder in due 
course if he has no notice of the fact that the previous 
holders have not acted consistent with the endorsement. 

The transferee for value without endorsement of an in- 
strument shall have all the rights which the transferor had in 
instrument and in addition, the right to have the endorse- 
ment of the transferor or bis legal representative, as the case 
may be. But the right to ask for an endorsement should not 
apply to the case of a purchaser obtaining an instrument in 
the name of another which he may transfer to such person by 
mere delivery. The warranties that a transferor is deemed to 
make in favour of his transferee, and to subsequent holders 
who take the instrument for value and in good faith, should 
be clearly specified so as to cover both kinds of transfers, 
namely by endorsement and delivery and by mere delivery. 
Any person who obtains payment or acceptance or any prior 
transferor should be regarded as warranting to a person who 
in good faith pays or accepts that: 

(a) he has a good title to the instrument or is authorised 
to obtain payment or acceptance on behalf of one who has a 
good title; and 

(b) he has no knowledge that the signature of the maker 
or drawer is unauthorised except that this warranty is not to 
be regarded as given by a holder in due course acting in good 
faith, 

(i) to make with respect to the maker’s own signature; or 

(ii) to a drawer with respect to the drawer’s own signa- 
ture, whether or not the drawer is also the drawee; or 

(iii) to an acceptor of a bill if the holder in due course 
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took the bill after the acceptance or obtained the acceptam^ 
ithout knowledge that the drawer's signature was un- 
authorised; and 

(c) the instrument has not been materially altered except 
that this warranty is not to be regarded as given by a holder 
in due course acting in good faith, 

(i) to the maker of a note; or 

(ii) to the drawer of a bill whether or not the drawer is 
also the drawee; or 

(ili) to the acceptor of a bill with respect to an alteratic 10 
made prior to the acceptance if the holder in due course todk 
the bill after the acceptance, even though the acceptance 
provided ’payable as originally drawn’ or in equivalent term 5 ; 
or 

(iv)to the acceptor of a bill with respect to an alteration 
made after the acceptance. 

However, the party who accepts or pays should not 
regarded as admitting the genuineness of the endorsement 
and he may recover from the person presenting the instri 1 - 
swakw&iWv e.wd'&sse.'XKAS. ostok. ssjk t» a. C&ogycj . 

A transferor by endorsement and delivery should t> e 
regarded as warranting in favour of his transferee, and to a (V 
Subsequent holder who takes an instrument in good faith aPd 
for value that, 

(a) he has a good title to the instrument or is authorised 
to obtain payment or acceptance on behalf of one who haS a 
good title and the transfer is otherwise rightful; and 

(b) all signatures are genuine or authorised; and 

(c) the instrument has not been materially altered; and 

(d) no defence of any party is good against him; and 

(e) he has no knowledge of any insolvency proceeding in- 
stituted with respect to the maker or acceptor or the drawer 
of an unaccepted instrument. 

However, such transferor may limit his obligation as 
regards the validity or the defence of any party against h» m 
by transferring the instrument, without recourse. 

The transferor by delivery should be regarded as giving 
the aforesaid warranties only in favour of his immediate 
transferee. 

The scope of section 43 of the NIA should be confined 
only to a transferee of an instrument who takes it by en- 
dorsement and delivery. 

The scope of section 45A of the NLA should be widened 
to cover bills, cheques and notes. 

The person claiming a duplicate as owner of a lost instru- 
ment is not strictly a "holder" since he is not in possession °f 
the paper and he does not have the holder's prima facie right 
to cover. He must establish the terms of the instrument and 
his ownership and must account for its absence. Hence, the 
law should provide that the amount and terms of security to 
be offered when a person claims a duplicate shall be deter- 
mined by agreement between the parties and failing such 
agreement, they shall be determined by the court. 

The purchaser of an instrument should be regarded as 
having notice of a claim or defence if, 

a) the instrument is so incomplete, bears such visits 
evidence of forgery or alterations, or is otherwise so irregular 
as to call into question its validity, terms or ownership or to 
create an ambiguity as to the party to pay; or 

b) the purchaser has notice that the obligation of any 
party is voidable, in whole or in part, or that all parties ha^ 
been discharged. 
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The purchaser should also be regarded as having notice 
of a claim against the instrument when he has knowledge that 
a fiduciary has negotiated the instrument in payment of or as 
security for his own debt or in any transaction for his own 
benefit or otherwise in breach of duty. 

In the following circumstances the purchaser of an in- 
strument should not be considered as having notice of any 
claim on or defect in the instrument; 

(a) that the instrument is ante-dated or post-dated; 

(b) that it was issued or negotiated in return for an ex- 
ecutory promise or accompanied by a separate agreement, 
unless the purchaser has notice that a defence or claim has 
arisen from the terms thereof; 

(c) that any party has signed for accommodation; 

(d) that an incomplete instrument has been completed 
unless the purchaser has notice of any 'improper 
completion"; 

(c) that any person negotiating the instrument is or was a 
fiduciary, 

that, them has. been default in. payment of interest on. 
the instrument or in payment of any other instrument, unless 
it is one of the same series. 

The purchaser of an instrument should be regarded as 
having notice that an instrument is overdue if he has reason 
to know. 

(a) that any part of the principal amount is overdue or 
that there is an uncured default in payment of another instru- 
ment of the same series; or 

(b) that acceleration of the instrument has been made; 
or 

(c) that he is taking a demand instrument after demand 
has been made or more than a reasonable lefigth of time 
after it is issued. 

A cheque which has been in circulation for over three 
months from the date it bears should be presumed to be 
overdue. 

The law should provide that, to be effective, a notice of 
any defence or claim which would "affect the title to, or the 
amount payable on, the instrument, must be received by a 
person at such time and in such manner as to give him a 
reasonable opportunity to act on it. The holder in due course 
should be regarded as taking the instrument free from all 
claims to it on the part of any person and all defences of any 
party to the instrument with whom the holder has not dealt, 
except: 

(a) infancy, to the extent that it is a defence to a simple 
contract; and 

(b) such other in capacity, or duress, or illegality of the 
transaction, as renders the obligation of the party a nullity; 
and 

(c) such misrepresentation as has induced the party to 
sign the instrument with neither knowledge nor reasonable 
opportunity to obtain knowledge of its character or its essen- 
tial terms; and 

(d) discharge in insolvency proceedings ; and 

(e) any other discharge of which the holder has notice 
when he takes the instrument. 

The law should provide that as against a holder in due 
course a defence based on non-delivery, conditional delivery 
or delivery for a special purpose shall not be set up. 

As against a holder in due course and without notice of 
the accommodation, oral proof of the accommodation should 
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not be admissible to give the accommodation party the 
benefit of discharge dependent on his character as such and, 
in other cases, the accommodation character may be shown 
by oral proof. 

An endorsement which purports to transfer to the en- 
dorsee only a part of the amount payable shall operate only 
as a partial assignment and should not be effective as a nego- 
tiation thereof. 

Business convenience requires that the terms of a con- 
tract of a person guaranteeing the payment of an instrument 
or the fulfilment of an obligation arising thereon of any party 
to the instrument are expressly stated and scope of any am- 
biguity thereon should be avoided. Hence, the law should 
provide that: 

a) "payment guaranteed" or equivalent words added to a 
signature mean that the signer engages that if the instrument 
is not paid when due he will pay it according to its tenor 
without resort by the holder to any other party; 

b) "collection Guaranteed" or equivalent words added to 
a signature mean that the signer engages that if the instru- 
ment is not paid when due he will pay it according to its 
tenor, but only after the holder has reduced his claim against 
the maker or acceptor to judgment and execution has been 
returned unsatisfied, or after the maker or acceptor has be- 
come insolvent or it is otherwise apparent that it is useless to 
proceed against him; 

c) words of guarantee, which do not state otherwise, 
guarantee payment; 

d) no words of guarantee added to the signature of a sole 
maker or acceptor affect his liability on the instrument. Such 
words added to the signature of one of two or more makers 
or acceptors create a presumption that the signature is for 
the accommodation of the others; 

e) when words of guarantee are used presentment, notice 
of dishonour and protest are not necessary to charge the user 
of such words. 

Instead of having.provisions in our law on the lines 
found in the Geneva conventions regarding the system of 
"Aval", the law should provide that where a person signs an 
instrument otherwise than as a maker, drawer or acceptor he 
thereby incurs the liability of an endorser to a holder in due 
course. 

When an instrument is drawn or negotiated by a minor, 
the drawing or negotiation as the case may be, shall entitle 
the holder to receive payment of the instrument and to en- 
force it against any party thereto other than the minor. 

When a negotiable instrument contract is entered into on 
behalf of a corporate body by a person acting without 
authority, such a contract may nevertheless be valid in order 
to bind other parties thereto. 

Negotiable Instruments: Their Honour and Dishonour 

The procedure for honouring an instrument should be 
clear leaving no scope for ambiguity and should be consistent 
with business convenience. If the instrument is dishonoured, 
the secondary parties who may become thereby liable have to 
be promptly apprised of the dishonour in order that they may 
take proper steps to protect their interests. The procedure 
for recovery of the amount due on the instrument from the 
parties liable thereon, in the event of dishonour, should con- 
tribute to the expeditious settlement of the claim, unless 
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otherwise agreed. Where an instrument is taken for an un- 
derlying obligation, the obligation should be regarded as 
suspended pro tants until the instrument is due as if it is pay- 
able on demand until its presentment. If the instrument is 
dishonoured, action may be maintained on either the instru- 
ment or the obligations. Discharge of the underlying obligor 
on the instrument should also be regarded as discharging him 
on the obligation. 

The provisions of the negotiable instruments law relating 
to payment of interest should be specifically provided as sub- 
ject to any law for the time being in force for the relief of 
debtors, which authorises the courts to scale down the inter- 
est and give relief to the debtors. It should, however, be 
provided that as against a holder in due course, no claim or 
defence based on any relief available under any statute for 
the relief of debtors will be allowed to be set up. 

The rate of interest specified in the act should apply 
both to a case where the instrument is silent only as to the 
rate for such payment. But, with reference to instruments 
payable on demand, this provision should be made applicable 
only to instruments other than cheques. With reference to 
cheques the provision should apply only from the date of 
dishonour. 

The rate specified in the Act is the minimum applicable 
when the parties have not cared to provide for payment of in- 
terest at a specified rule. Hence it is not necessary to con- 
sider any upward revision of the rate at which interest should 
be payable under the Act, if the instrument is silent as to in- 
terest rate. 

With reference to a usance bill or a note, the rate of in- 
terest specified under the Act should apply, when the instru- 
ment is silent, for determining the interest payable either for 
the period of usance or for the period commencing from the 
date of defaulter both, as the case may be. 

While the rate specified in section 80 of the NIA works 
as the minimum rate of interest recoverable, the rate 
specified in section 34 of the civil procedure code operates as 
a ceiling rate at which interest is recoverable. Hence, the ap- 
propriateness or otherwise of the rate specified in section 34 
has to be considered with reference to market conditions. 
This provision also works adversely against banks, since the 
funds which would have gone to several better purposes arc 
not only stagnated, but by committing default the concerned 
parties may continue to avail themselves of the benefit of the 
funds at a rate much lower than the rate prevailing in the 
market from the date of decree to the date of realisation, a 
period which is usually extended to a very considerable 
length of time by unscrupulous parties by adopting a variety 
of dilatory tactics. Hence, with reference to claims on nego- 
tiable instruments - there may be similar justification for 
suits based on other money claims as well— the rate at which 
the decretal amount is recoverable from the date of the 
decree should be rate specified on the instrument so long as 
it is not unreasonable or unconscionable. What is 
"unreasonable" or "unconscionable" would vary with the 
facts and may also vary having regard to the nature of the 
lending institution and this may be left to be decided by the 
court. In other words, the rule should be that the decree 
should provide for interest, from the date of suit to the date 
of realisation, on the principal amount at the rate specified 
in the instrument or the minimum rate specified in section 80 
of the NIA when the instrument is silent as to the rate, as the 
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case may be, unless the court reduces the rate of interest 
specified in the document on the ground that it is un- 
reasonable or unconscionable. 

When a note is payable in instalments, on the default in 
the payment of any instalment thereof the balance amount 
due under the instrument shall also become payable unless 
the instrument states otherwise. 

The provision in the negotiable instruments law relating 
to days of grace should be abolished, except with reference to 
a bill drawn, or a note made, before the date of coming into 
force of the provision for abolition. On and from that date, a 
bill or a note shall become due and payable on the last day of 
the time of payment as fixed by the bill or note, or if that is a 
non business-day, on the succeeding business day. 

Section 25 of the NIA should be modified to adopt the 
succeeding business day rule. Having regard to the fact that 
the pressure of work is quite considerable now on Saturdays, 
which are half-working days for banking institutions in India, 
presentment should also be excused on Saturdays. Hence, 
when the maturity date of an instrument falls on Saturday, 
Sunday or a public holiday, the instrument shall become due 
on the succeeding full business day. 

Section 25 of the NIA should be amended to provide 
that the State Governments shall also be entitled to declare 
"public holidays'for their territory. 

The practice followed in our country with reference to 
presentment especially by banks, and the requirements of the 
NIA, are not entirely consistent nor are both in conformity 
with the procedure suggested by the uniform Rules for the 
collection of commercial paper. 

"Presentment" may be defined as for acceptance or pay- 
ment made upon the maker, acceptor, drawee or other party 
liable on the instrument by or on behalf of the holder. The 
party to whom presentment is made may, without dishonour, 
have the right to require: 

(a) exhibition of the instrument; and 

(b) reasonable identification of the person making 
presentment and evidence of his authority to make it if made 
for another; and 

(c) that the instrument be produced for acceptance or 
payment at a place specified in it, or if there be none at any 
place reasonable in the circumstances; and 

(d) a signed receipt on the instrument for any partial or 
full payment and its surrender upon full payment. 

Failure to comply with any such requirements should in- 
validate the presentment but the person presenting should 
have a reasonable time in which to comply and the time for 
acceptance or payment should run from the time of com- 
pliance. Unless otherwise instructed, a collecting bank should 
be allowed to present an instrument not payable by, through 
or at a bank, by sending to the party to accept or pay a writ- 
ten notice that the bank holds the instrument for acceptance 
or payment. The notice must be sent in time to be received 
on or before the day when presentment is due. The drawee 
or other party liable should have 43 hours (exclusive of 
public holidays) from the close of business of the day on 
which such notice is received from bank for as King the bank 
to comply with any such requirements. The bank should 
comply with any such requirements within 48 hours (exclusive 
of public holidays) from the dose of business of the day on 
which the bank received notice of such requirements. When 
presentment is made by notice, if neither 
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acceptance/payment nor request for compliance with any 
such requirements is received within the spedfied time, the 
presenting bank may treat the instrument as dishonoured 
and charge any secondary party by sending him notice of the 
facts. 

Having regard to the spedal position occupied by banks 
and banking convenience and the need for expeditious settle- 
ment where a bank has to meet the claim, in the case of a bill 
to be accepted or bill or note payable at a bank, it should be 
required to be presented at such bank. 

It is not necessary that the validity of presentment for 
acceptance or payment by the post should depend on proof 
of any such usage. Hence, presentment should be allowed to 
be made: 

(a) by a registered letter, in which event the time of 
presentment is determined by the time of receipt of the let- 
ter; or 

(b) through a clearing house; or 

(c) at the place of acceptance or payment specified in the 
instrument or if there be none, at the place of business or 
residence of the party to accept or pay. If neither the party 
to accept or pay nor any one authorised to act for him is 
present or accessible at such place, presentment shall be ex- 
cused. 

In order to fix the acceptor with liability a bill should be 
required to be presented for acceptance before it is 
presented for payment 

Presentment for acceptance should be necessary to 
charge the drawer and endorsers of a bill where the bill so 
provides or is payable elsewhere than at the residence or 
place of business of the drawee, or its maturity depends upon 
such presentment, and the holder may at his option present 
for acceptance any other bill payable at a specified date. 

A cheque must be presented for payment before the drawer 
and endorsers thereof could be made liable thereon. 

Presentment for payment is not necessary to charge the 
maker of a note or the acceptor of a bill. 

Presentment whether for acceptance or for payment, 
should not be necessary, or may be excused, in circumstances 
where non-presentment is not likely to prejudice or otherwise 
affect the parties whose liability is dependent on such 
presentment. Again, m conditions where presentment would 
be an empty formality and is not likely to result in the instru- 
ment being accepted or honoured, as the case may be, 
presentment is not necessary. 

Where the instrument is not accepted, or payment is 
refused, and the ground for rejection is not related to any 
defect in presentment, then the want of proper presentment 
should not be allowed to be set up as a defence. 

Presentment for acceptance should be excused in the fol- 
lowing circumstances: 

(a) if the maker, acceptor or drawee intentionally 
prevents the presentment; 

(b) as against any party to be charged therewith, if he has 
engaged in writing to pay without such presentment; 

(c) as against any party if, after maturity, with knowledge 
that the instrument has not been presented for acceptance, 
he makes a part payment on account of the amount due 
thereon in whole or in part, or otherwise waives his right to 
take advantage of any default in presentment; 

(d) as against the drawer, if he cannot suffer damage 
from such non-presentment; and 
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(e) as regards an endorser, where the instrument was 
made, drawn or accepted for the accommodation of that en- 
dorser and he has no reason to expect that the instrument 
would be paid even if presented for acceptance. Negotiable 
instruments are drawn with a view to have them honoured on 
their maturity. Where the person to pay is dead or bankrupt, 
the chances of immediate payment either are not there or are 
remote. However, though the holder should have the choice 
to make presentment, he should not be required to make 
presentment for payment when the drawee or maker is dead 
or bankrupt The provision excusing presentment when the 
maker or the drawee or acceptor is dead or insolvent should 
not apply in the case of documentary bills. 

In order to reduce disputes and eliminate scope for con- 
troversy, notice of dishonour should be required to be given 
in writing signed by or on behalf of the holder. 

The holder of a bankrupt’s acceptance should be allowed 
to exercise his right of recourse against the drawer and en- 
dorsers without waiting till the bill falls due for presentment 
for payment. 

It is necessary to specify the categories of personnel who 
could be approached when the services of a notary public 
cannot conveniently be availed of. Hence, the following 
categories of persons may be empowered to make a protest 
or other notarial function with reference to: 

(a) Members of Parliament or of any State Legislature; 

(b) the classes of officers of the Central or of any State 
Government who would have qualified as gazetted officers; 

(c) sub-divisional magistrates or officers; 

(d) tahsildars, naib or deputy tahsildars authorised to ex- 
ercise magisterial power; 

(e) block development officers; 

(f) post-masters; 

(g) Panchayat inspectors. 

It is necessary to permit a notary or other authorised 
person to make presentment by registered letter with ac- 
knowledgment due, without reference to any agreement or 
usage regarding the same. 

So long as the notary or other authorised person takes 
the responsibility, it is not necessary to go beyond except 
where want of bona fides is attributed to him. Hence, or- 
dinarily, there should be no objection for a notary or other 
authorised person being allowed to certify a protest "upon in- 
formation satisfactory to such person" 

All the courts in the country having original civil jurisdic- 
tion should be permitted to decide claims arising on nego- 
tiable instruments by applying the summary procedure 
provided for in order 37 of the civil procedure code. 

The adequacy and effectiveness of the present provisions 
providing for summary procedure in order 37 of the civil pro- 
cedures code should be gone into by the Government in con- 
sultation with High Courts and to the extent possible its 
provisions should be modified to ensure that the summary 
procedure is really effective to arrive at a decision to dispose 
of the case in the least possible time. 

Conflict of Laws 

The conflict of laws/rules is really a part of the national 
system of administration of justice. Having regard to our ex- 
panding export and import trade and the diversification 
thereof, it is necessary that the conflict of laws/rules in our 
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Act accord to bankers, merchants and traders a parity m tfe 
treatment their counterparts receive in other countries. An 
arbitral statutory rule is preferable instead of leaving 
holders of the instruments to conjecture about the proper 
law applicable. What businessmen need is a rule of law which 
can be stated to parties in advance of action and upon which 
they can act with ease and certainty. 

The "proper law* doctrine is not consistent with the 
general principle of negotiable instruments law that terms 
and conditions not ex-fade apparent in the instrument 
should not be allowed to be set up, espedally against a 
holder in due course. 

It is not in public interest to allow the parties unfettered 
choice to select their own law for determining rights and 
liabilities with reference to negotiable instruments. Nor it ts 
correct to allow the parties the right to alter any rules stated 
in the act by contracting otherwise. However, where the act 
is silent and with reference to foreign instruments, the parties 
may be permitted to choose a law that has a reasonable con- 
nection to the transaction and this could only be either the 
exelod contracts or the exelod solutions, provided the choice 
is expressly stated in the instrument 

Having regard to the complexity of their work, and the 
speed with which they are required to function, it is just that 
banks and their branches should be saved from the bothera- 
tion of ascertaining the procedural requirements under the 
foreign law with reference to matters covered by bank collec- 
tion process. Hence, the law should provide that the liability 
of a bank for action or non-action with respect to any instru- 
ment handled by it for purposes of presentment, payment or 
collection should be governed by the law of the place where 
the bank is located. In the case of action or non-action by or 
at a branch or a separate office of a bank, its liability should 
be governed by the law of the place where the branch or 
separate office is located. 

The conflict of laws/rulcs should indicate, unless un- 
avoidable, both as regards matters of form and validity and 
with reference to matters of liability, that the same system of 
law is applicable; application of different systems to deter- 
mine form and validity and to determine liability will not 
work well, will cause avoidable hardship to the parties and is 
likely to breed litigation as to whether a question is one of 
form and validity, or of liability, since matters of form and 
validity generally determine the liability. 

For determining the validity of an instrument with 
reference to requisites in form, it is only the law of the place 
of contracting that has to be applied. 

Subject to the exceptions that are indicated later on, 
both for determining the essential requisites as to form an 
for determining the liability of parties, the conflict of 
laws/rules should provide for applying the law of the place 
contracting. 

The liability of an endorser of an instrument should also 
be governed by the same conflict of laws rules that determine 
the liability of the drawer of a bill. 

There is no valid reason why the rights under an instru- 
ment executed outside India should be affected in India or 
its failure to comply with the stamp law requirements of t e 
country of origin. Hence, the law should provide that where 
an instrument is issued outside our country, it shall not 
regarded as invalid in India merely by reason of the fact t 
it is not stamped in accordance with the law of the place o 
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issue. 

The validity of supervening contracts made in India with 
reference to an instrument issued outside India but made 
payable in India should not be affected by reason of the in- 
strument not conforming in any respect to the requirements 
of form of the place of issue. 

Where an Inland instrument is endorsed in a foreign 
country, the legal effect of such endorsement as regards the 
payer should be according to the law of India. 

The genera] rule as to capacity should be one of lex loci 
contracts. Nevertheless, when a person lacks capacity accord- 
ing to the law of the place of contract, he should be bound if, 
according to the law of his domicile, he is not lacking in 
capacity. 

The law of the place where the instrument is payable 
shall govern: 

(1) the duties of the holder with respect to presentment 
for acceptance or payment; 

(2) the date of maturity; 

vrtws. d'sfeawivs.t or 

non-payment; and 

(4) the necessity for and sufficiency of protest in notice 
of dishonour. 

Consistent with the provisions to be made to decide the 
form and validity of an instrument and the liability of parties 
no separate provision is necessary to determine questions 
relating to payment and satisfaction. 

Where an instrument is drawn outside the country but is 
payable in India and the sum payable is not expressed in the 
Indian currency the amount shall, in the absence of some ex- 
press stipulation, be calculated according to the rate of ex- 
change for sight drafts at the place of payment on the day the 
bill is payable. 

Cheques 

The extent to which the cheque system is popular is an 
indication of the coverage of the financial transactions of a 
country by the banking system. While in the advanced 
countries practically ail the transactions are paid by cheques 
or other allied media, through the banking system, cash 
transaction forms a predominant part of the Indian economy. 
Though in recent years there has been an increase in our 
country in the volume of transitions through cheques, it has 
been the result only of rising deposits and not due to larger 
turnover of deposits, which should have come about if the 
cheque habit on an overage had gone up. Actually, the 
velocity of circulation of deposits has shown a marginal 
decline over the period 1965-66 to 1972-73. 

Banks have to be assisted in the task of mobilising 
deposits and diversifying investments for a massive spread of 
the banking habit in the rural and urban areas by an exten- 
sive use of the cheque system. 

The spreading of cheque habit is vital for the gamering 
of domestic resources by the banking system of the country. 
The spread of the banking habit, resulting from the greater 
resort to cheques In settling transactions, will pave the way 
for the integration of the monetary system and will make the 
monetary policy more effective. Since it is generally felt that 
the preference for cash transactions is mainly due to the exis- 
tence of tax-evaded income, the spreading of cheque habit is 
highly conducive to public interest. Having regard to the 


general feeling regarding the extent of the malaise of tax- 
evaded income and its adverse impact on the general 
economy of the country, there is an imperative necessity for 
adopting in our country adequate measures for the spread of 
cheque habit. 

The cheque habit became native to the English people 
and hardly was there any need for any special measures to 
promote the cheque habit The reverse was the position in 
the continent, and special measures had to be taken there 
which ensured their readier acceptability and freer circula- 
tion. Partly this is also true with reference to the position in 
the U.SA. We are now faced with an analogous situation. 

Over the course of years, the banking practice in India 
has developed on certain lines and when this is viewed in the 
light of the provisions of the NIA, on some of the aspects 
relating to cheques there is necessity for statutory clarifica- 
tion. 

It would considerably promote ready acceptability of the 
cheque if the issue of a cheque can be considered as operat- 
ing, as am assignment of the available funds with the bankers., 
in favour of the holder. There is sufficient justification for 
applying the principle of assignment of the available funds 
with reference to cheques, without extending the principle to 
bills in general. On practical consideration, such a distinction 
may be necessary having regard to our policy objective. 
There is also theoretical justification. 

Where a drawee-banker has in his bands funds available 
for the payment of a cheque which has not become stale, the 
cheque should operate as an assignment of the sum for which 
it is drawn, or of the sum available to meet the cheque, as the 
case may be, in favour of the holder, from the time when the 
cheque is presented to the drawee banker. The drawee- 
bankers may ask for a receipt on the cheque, and an addi- 
tional receipt, when he makes a partial payment on the 
cheque. 

Explanation: For the purpose of this provision, the cheque 
shall be deemed to be presented to the drawee-banker only 
after the banker has had a reasonable time to ascertain the 
extent and availability of funds to meet the cheque. 

Since the countermand of each cheque must be specially 
handled it throws a substantial burden on the holder and the 
drawee whether the drawer’s order is observed or not. By 
countermanding the drawer is able to shift the burden to the 
payee in an action on the underlying obligation which he 
would not be able to do had he paid in cash. In the majority 
of the countries of the world, there arc severe restrictions on 
the drawer’s right to countermand. 

As between the drawer and the drawee the drawee 
should be protected if he acts on the instructions of the 
drawer. But the drawer’s liability to the holder for damages 
for his wrongful action should be clearly provided for. 

(1) The duty and authority of a banker to pay cheque 
should be terminated by countermand of payment thereof by 
the drawer; 

(2) Not withstanding the above, the drawer should not be 
entitled to countermand payment unless he can show 

(a) that the cheque has been lost or stolen or, 

(b) that the holder thereof has become insolvent; 

(3) without prejudice to. any penal liability he may be- 
come subject to, if the drawer is shown to have counter- 
manded payment in father circumstances, he shall be liable to 
the holder of the cheque for damages; 
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(4) where a countermanded cheque is presented to the 
banker for payment, the banker shall: 

(a) advdse the presentor about the countermand and the 
drawer about such presentment; 

(b) set apart any available funds towards the cheque; 
but if within a period of three months from the date of such 
presentment the presenter or holder does not serve the bank 
with notice in evidence of his having taken legal proceedings 
to establish his title to the set apart funds, the banjeer shall 
recredit the account of the drawer with the amofiot so set 
apart; and where the presenter or holder takes suitable legal 
proceedings within such time, the banker shall abide by the 
direction of the court regarding the title to the amount so set 
apart. 

Cheques are meant for immediate payment and the prac- 
tice of issuing post-dated cheques is neither a healthy one 
nor is it in public interest. Generally post-dating of a cheque 
is a device to avoid stamp duty payable on a usance instru- 
ment. It is also not in the interest of public policy to coun- 
tenance post-dated cheques. 

A cheque should be payable at sight and on the day of 
presentment though it is post-dated. 

The death of a customer should not terminate the duty 
and authority of the banker to pay the customer’s cheques 
until the expiry of a period of ten days from the date of the 
banker’s knowledge of the death of the customer. However, 
within such period any person claiming an interest in the ac- 
count may, by notice in writing, ask the banker not to pay the 
customer's cheques, or not to pay a particular cheque of the 
customer. Any such notice shall have the same effect as an 
order issued to a banker by a customer countermanding pay- 
ment of a cheque. In such a case, or when a cheque drawn by 
the customer is presented for payment after ten days from 
the date on which the banker has knowledge of the death of 
the customer the provisions stated supra when there is a 
countermand of a cheque by the customer shall apply. 

As in the case of the death of a customer, other cases of 
adjudication of incompetence (e.g. lunacy) of a customer, 
other than an adjudication of insolvency, should be similarly 
dealt with. 

Where a customer is adjudicated as an insolvent under 
the insolvency law, public policy requires that the interests of 
the general body of creditors should not be affected. Hence, 
the banker’s authority to pay the cheque should not survive 
after the drawer is adjudged an insolvent and the holder will 
have to prove his claim before the assignee. But any payment 
by the banker, until he has notice of such adjudication and 
has reasonable opportunity to act thereon shall nevertheless 
be valid. 

The negotiable instruments law of all systems envisages 
certification of cheques by banks, though judicial recognition 
thereof in this regard in the U.K and in India is now con- 
fined to the practice amongst clearing bankers. Since it 
usually involves undertaking some commitment or obligation 
to third parties, the reluctance of bankers to certify cheques, 
except in certain circumstances, is understandable. But while 
it may not be made obligatory for banks to certify, it is neces- 
sary to clarify statutorily the legal effect of certification in In- 
dia. 

(a) Certification of a cheque shall be regarded as accept- 
ance. Where a holder procures certification, the drawer and 
all other prior endorsers shall be discharged. 
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(b) Unless otherwise agreed, a banker shall have no 
obligation to certify a cheque. 

(c) A banker may certify a cheque before returning it for 
lack of proper endorsement. If he does so, the drawer shall 
be discharged. 

There is no justification in law for the practice followed 
by banks, whereby they refuse to honour a cheque presented 
after a period of six months from the date it bears, without 
obtaining the confirmation of the drawer. Statutory protec- 
tion has to be given to this practice. Hence, the state should 
provide that a banker may refuse to honour a cheque 
presented six months after the date it bears though he may 
nevertheless charge his customer’s account for payment made 
in good faith thereafter. 

A cheque crossed "account payee" should be made not 
negotiable. 

A cheque crossed "not negotiable" should cease to be 
negotiable. 

It is necessary to take care of the special requirements of 
institutions like the Life Insurance Corporation, the public 
agencies like Government Departments, for their issuing 
cheques with receipt forms. Such arrangement, between 
bankers and such special types of customers, as envisaged by 
the Mocatta Committee in the U.K., may become necessary 
in our country as well. The law has to be made clear to ex- 
tend to bankers the protection they have with reference to 
cheques also with reference to their handling of cheques with 
receipt forms. 

Practically in all the countries of the world, the 
dishonour of a cheque for insufficiency of funds available to 
the credit of the drawer may give rise to penal consequences. 
Differences exist only with regard to attendant circumstances 
to be established before the penal consequences are brought 
home to the drawer. 

Section 415 of the penal code is hopelessly inadequate 
to curb the evil resulting from the issue of bad cheques: the 
practical difficulties in proving a crime of cheating when a 
worthless cheque is passed on are formidable. There are 
also the following lacunae with reference to the coverage of 
the provision relating to cheating: 

a) When a person gives a bad cheque in repayment of an 
earlier debt, he may not be considered as thereby inducing 
another to deliver to him, or consent for his retention of, any 
property. When goods arc delivered in anticipation of pay- 
ment, say, for a period of one month, and a cheque is ac- 
cepted in the month end, if the cheque bounces for lack of 
funds, "cheating" may not be established as the supplier of 
the goods was not induced to deliver the goods by the issue 
of the bad cheque. 

b) Again, when a bad cheque is given in payment of 
wages or other services rendered, there is neither delivery 
nor retention of property, and this may not amount to 
"cheating". 

c) Now, before dishonesty could be 'established, there has 
to be a wrongful loss or wrongful gain, and such loss or gain 
can arise only when an unlawful means has been adopted. 
When a person gives a cheque, it is very difficult to consider 
that he is employing any unlawful means, unless the facts arc 
so extreme as to warrant a conclusion that he could have had 
no reasonable belief that he was passing a negotiable instru- 
ment of any real value. 

d) There are no statutory inferences which are found in 
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the provisions of other countries as to when a prima facie 
fraudulent or dishonest intention could be presumed. 

e) There are also no provisions which would penalise a 
reckless issue of a cheque without reasonable cause to 
believe that the drawer had adequate funds in his account 

f) We do not also have adequate provisions giving any 
grace period within which a person whose cheque bounces 
can pay and thereby not only save his credit but also save the 
economic consequences flowing as a result of circulation of 
bad cheques. 

Having regard to the position of other countries, the ad- 
verse effect on the ecoaomy when bad cheques are not 
severely dealt with and the damage to the cheque transfer 
system this causes, it is necessary to rectify the above 
lecunae. 

Sufficient safeguards could be taken and innocent per- 
sons’ interests amply protected if the measures for the 
spreading of cheque habit including those with reference to 
the issue of bad cheques are brought into force after a 
specific period, say, six months, from the date on which the 
provisions are enacted. Within this period of six months, the 
Central Bank of the country and other banks can adequately 
publicise the measures taken to popularise the cheque habit 
and the date from which such measures would come into 
force. It is necessaiy for the penal law to deal with the crime 
of obtaining pecuniary advantage by deception or dishonest 
means. Such an offence should not be confined to deal with 
only causes of bouncing of cheques, but should be a general 
one applicable to cover also other similar instances. 

(1) A person who by any deception dishonestly obtains 
for himself or another any pecuniary advantage shall on 
conviction be liable to imprisonment for a term not exceed- 
ing five years. 

Explanations; 

(a) Where any debt or charge for which a person makes 
himself liable or is or may become liable (including one not 
legally enforceable) is reduced or in whole or in part evaded 
or deferred, he shall be deemed to have obtained a pecuniary 
advantage. 

(b) As against the maker or drawer, the making, draw- 
ing, uttering or delivering by such maker or drawer of a 
cheque, bill or order, payment of which is refused by the 
drawee because of insufficient funds of the maker or drawer 
in his possession or control shall be prima facie evidence of 
knowledge of insufficient funds or credit with such drawee 
and of intent to obtain pecuniary advantage by deception. 

Provided, however, where such maker or drawer pays the 
holder of the instrument the amount due thereon within five 
days of his receiving notice in writing that such instrument 
has not been paid, no such knowledge or Intent shall be 
presumed. 

(c) For the purposes of this provision, ’deception’ should 
mean any deception (whether deliberate or reckless) by 
words or conduct as to fact or as to Saw, including a decep- 
tion as to the present intentions of the person using the 
deception or of any other person. 

(d) For the purposes of this provision, a petson should 
be considered to act dishonestly by causing wrongful gain or 
wrongful loss whether such gain or loss of money or other 
property is temporary or permanent, and for this purpose : 


(a) ’gain" shall include a gain by keeping what one has, as 
well as a gain by getting what one has not; and (b) "loss" 
shall include a loss by not getting what one might get, as well 
as a loss by parting with what one has. 

(2) Where the person who has obtained the pecuniary 
advantage is a corporate body, any deception practised by, 
or with the consent or connivance of, any director, manager, 
secretary - or other similar officer of the corporate body or 
of a member acting in the course of his management of a cor- 
porate body, or of any person who was purporting to act in 
any such capacity. Such person as also the corporate body 
shall be liable for the offence. 

A provision on the above lines should be introduced in 
the penal code by inserting it after section 415. 

In order that the holder of a cheque is not to incur heavy 
expenses and considerable loss of time and as it is a serious 
economic crime, the obtaining of a pecuniary advantage by 
issuing a cheque with inadequate funds at credit should be 
made a cognizable offence, though- it may be allowed to be 
compounded by the holder. 

Any unjustified countermand by the drawer should also 
be visited with penal consequences in the same way as the is- 
suance of cheque without funds or credit available to meet 
the cheque. Mere dvil liability for damages (assuring 
damages could be proved) will not be sufficient deterrent to 
guard against improper use by the drawer of his right to 
countermand. 

The drawer of a cheque, who countermands payment 
thereon when he has no reasonable cause to believe that the 
cheque is either lost or stolen or that the holder of the in- 
strument has either committed an act of insolvency or been 
adjudged an insolvent, shall be liable to imprisonment for a 
term not exceeding five years. 

Explanations: 

(1) The burden of establishing that the drawer had 
reasonable grounds for believing that he was justified in 
countermanding the cheque on any one of the above grounds 
shall be on the drawer in any action against him instituted by 
the holder. 

(2) Where the person who has countermanded payment 
is a corporate body, any unjustified countermand made by, or- 
with the consent or connivance of, any director, manager, 
secretary or other similar officer of the corporate body, or of 
a member acting in the course of his management of a cor- 
porate body, or any person who was purporting to act in any 
such capacity, such person as also the corporate body shall be 
liable for the offence. 

A provision on the above lines should be introduced in 
the penal code by inserting it after the provision dealing with 
the offence relating to obtaining pecuniary advantage by 
deception. 

A bureau to disseminate information on unpaid cheques, 
on the lines of the central Card Index of cheques maintained 
by the Bank of France, is beneficial for its preventive, repre- 
ssive and curative roles. In its preventive role, the banker is 
helped in his assessment of a person whether or not he is 
creditworthy and it furnishes valuable information about the 
antecedents of a customer. In its repressive role, it clarifies 
and facilitates the process of law in dealing with those 
responsible for issue of bad cheques. In its curative role; 
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thanks to the effect of intimidation and of education a 
registration in the Card Index cannot fail to exert a healthy 
influence on certain drawers who maybe more negligent than 
dishonest. 

The measures for curbing the issue of cheques' without 
sufficient funds should be supplemented by a system which 
provides for the management by the Central bank of the 
country, namely, the Reserve Bank of India, of a bureau for 
collecting and disseminating information on unpaid cheques, 
somewhat on the lines of the central Card Index of the 
cheques maintained by the Bank of France. It is necessary to 
give legislative sanction for furnishing of information by the 
bureau of banks and to investigating and judicial authorities. 
Such a bureau would be a very effective adjunct to the credit 
information Bureau now being operated by the Reserve 
Bank of India pursuant to the provisions contained in chap- 
ter III-A of the Reserve Bank of India Act, 1934. The legisla- 
tion in this regard may find place as a separate chapter of 
that Act 

Persons opening chequeablc accounts should be required 
to disclose their income-tax code number to the banks con- 
cerned, which the banks may furnish to the bureau for iden- 
tifying the drawers when their cheques bounce for inade- 
quacy of funds. 

Section 40(A) (3) of the Income-tax Act requires that in 
order that an expenditure of exceeding Rs. 2,500 may qualify 
as an allowable item in computing the tax liability, the pay- 
ment thereof has to be effected by means of a crossed cheque 
or a crossed draft. Whether payments by indigenous nego- 
tiable instruments (hundis) should also be treated on par 
with payments effected by crossed cheques or crossed drafts, 
is a question to be considered while dealing with the 
codification of the practices and usages relating to indigenous 
negotiable instruments. Subject to this reservation, the prin- 
ciple underlying section 40(A)(3) of the Income-tax Act is 
salutary and merits inclusion in the package of proposals for 
promotion of cheque habit. 

The statute should provide for the compulsory main- 
tenance of chequeablc accounts with banks by merchants and 
traders. 

All payments of wages and salaries above Rs. 1,000 
should be compulsorily required to be made either by a 
credit to the bank accounts of the employees or by means of 
crossed cheques or crossed drafts. 

A period of six months to one year from the date of the 
legislation to implement the provisions suggested in the 
chapter on "cheques" may be allowed before the relative 
provisions arc brought into force. This would ensure that 
honest and innocent persons are not affected by the 
measures. 

It is necessary to acquaint bankers, merchants and 
traders and the public at large with the measures for the 
spreading of the cheque habit in the larger interests of the 
country’s economy. Banks may be required to print on the 
inner cover of the cheque books important details of the 
measures introduced with reference to cheques. The public 
should be made aware of these measures by the Reserve 
Bank of India by the issue of special pamphlets, bulletins and 
press releases prepared for this purpose. The Reserve Bank 
should also arrange for appropriate training programmes to 
impart special instructions to officers and other employees of 
banks to acquaint them with the new measures. 


Banker’s Drafts 

There are some general problems regarding "banker’s 
drafts" which cover both inter-bank and inter-branch instru- 
ments payable on demand. As regards the second category of 
banker’s drafts (inter-branch instruments payable on 
demand, i.e.,?drafts" as defined in section ESA of the NIA) 
there is need for statutory clarification as regards their legal 
status and their incidences on the rights and liabilities of 
those who handle them. 

It is not correct to regard a negotiable instrument as a 
form of receipt given for the transmission of money in the 
case of a purchase of a banker’s draft. The fact that the ob- 
ject of the purchase is to remit the money should not affect 
this question. It is a recognised purpose throughout the 
world to use a negotiable instrument as medium for the 
transmission of funds. Thereby the issue of the instrument is 
not considered as creating a contract for the carriage of 
money. It is also not correct to regard the purchase of a draft 
as in no way different from a mail or a telegraphic transfer 
where there is no question of the issue of any instrument. 
Hence there is no justification to sustain the distinction so far 
maintained by judicial decisions in India between the pur- 
chase of a banker’s draft for the purpose of transmission, and 
purchase of a bankers’ draft ordinarily. The holder of the 
draft cannot claim the rights of a holder of a bill and the ad- 
ditional right to get the amount of the draft in preference to 
the general body of creditors. 

When a banker’s draft (that is, an order to pay money, 
drawn either by one bank on another or one office of a bank 
upon another office of the same bank, for a sum of money 
payable to order on demand) is purchased, no usage or prac- 
tice inconsistent with the terms of the instrument shall be al- 
lowed to be set up. 

Since "holder* by definition would include also the pur- 
chaser of the instrument banks may not have much difficulty 
in recognising the claim of the purchaser either for issue of a 
duplicate of the banker’s draft, or for effecting payment to 
him 6f the amount covered by the instrument when they arc 
satisfied about the claim, after obtaining suitable indemnity. 

If the holder of a banker’s draft, which is lost, is able to 
establish adequately bis capacity as such, his claim for a 
duplicate thereof should not be denied merely for the reason 
that the purchaser refused to co-operate with such holder in 
approaching the bank for obtaining a duplicate. 

When the purchaser asks for cancellation of a banker’s 
draft, the bank has to be satisfied about non-deliveiy of the 
instrument to the named payee. In the absence of any suspi- 
cious circumstances, the production of the instrument itself 
would be the best evidence of non-delivery. But the' bank 
would not be justified to'cancel the banker’s draft or coun- 
termand payment thereof after it has been delivered to the 
named payee. 

There is no valid reason for the difference in the law and 
the practice in India regarding the status of "drafts". Whether 
the inter-branch instrument issued by a bank is treated as a 
cheque or a note, it is clear that all the provisions applicable 
to cheques or notes cannot be extended to such an instru- 
ment. Since no third person is involved and both the drawer 
and the drawee are the same, the obligation is on the bank to 
pay the draft, and the liability of the maker of a note and that 
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of the drawer of the draff are not in any way different. The 
draft is on all fours in i legal effect with a promissory note 
payable on demand at a specified place. Since it is a question 
of basic liability and not merely a matter as to where the in- 
strument is payable, the fact that for certain procedural re- 
quirements as to the performance of the obligation, branches 
of the same bank arc considered as distinct, would not affect 
this question. What the banker really needs with reference to 
drafts is the application of certain special provisions, which 
do not now extend to notes, to facilitate the issue and han- 
dling of such instruments by him. 

The special provisions that have to be extended with 
reference to "draft" when understood as a note, are: 

(1) provisions relating to crossing; , 

(2) the extension of the provisions granting protection to 
the paying and collecting bankers in handling drafts— the 
crossing and protection provisions are now found in sections 
85A and 131A of the NIA, and this position will have to be 
continued; 

(3) the exemption from stamp duty to ensure that drafts 
are not made liable to duty as demand promissory notes. 

Hence the law should provide as under 

(1) "draft", i.c., an order to pay money, drawn by one of- 
fice of a bank upon another office at the same bank, for a 
sum of money payable to order on demand, shall be regarded 
as a note; 

(2) the provisions relating to crossing and the provisions 
relating to banker’s protection shall extend to drafts; 

(3) not withstanding anything contained in the stamp law 
for the time being in force, drafts shall not be liable for any 
stamp duty. 

Banker's Protection 

As banks undertake and play a more positive and active 
role in the fulfilment of the country’s socio-economic objec- 
tives and venture out of their conventional and narrow con- 
fines, it is but natural that the range of protection to them 
requires to be broadened in content and coverage to 
facilitate banks to effectively perform the special tasks as- 
signed to them. Again, the surveys conducted and studies 
made have also brought the gap in the applicable protective 
provisions of our law and the need for extending the scope of 
such provisions with reference to instruments analogous to 
cheques. While the paying banker knows the state of, and 
takes the responsibility for the authenticity of the signature 
of the drjtwer, and the collecting banker similarly may know 
the holder for whose account he collects, the former cannot 
be presumed to have any special knowledge about the payee 
or other holders of the instrument and the latter about the 
drawer and the previous holders of the instrument The 
banker collecting in good faith an instrument to the credit of 
an ostensible payee or endorsee should not be saddled with 
responsibility if his constituent’s title is subsequently found 
to be defective or wanting. Responsibility when it attaches 
can only relate to areas in which in his respective roles the 
banker has means, access and duty to undertake such respon- 
sibility. The standard of care required of bankers should at 
any given point of time be decided with reference to establish 
banking practices. 

The extent of growth in the number of offices of com- 
mercial banks and the increase in the number and value of 


cheques handled by banks for more than a decade past give 
sufficient indication about the magnitude of the problem and 
of the consequent need for clear statutory provisions to 
facilitate utmost expedition in the handling of cheques by 
banks. It is a reasonable assumption that in the years to come 
the rate of increase in chequeable deposits in our country for 
over a decade, the increase in the number and volume of 
cheque transactions in the recent past and their increase that 
could naturally be expected as a result of implementation of 
the special measures for spreading cheque habit would make 
the use of cheques in our country comparable to their use in 
the U.K. Though for the scheme of "banking regulation" even 
those accepting non-chequeable deposits may be regarded as 
doing "banking" (as the definition of "banking* in the Bank- 
ing Regulation Act would also indicate), it is only those 
authorised to accept chequeable deposits who should be 
eligible to claim the special privileges and who may be able to 
fulfil the special role assigned to "banker’ under negotiable 
instruments law. This is as many of the special privileges con- 
ferred on a "banker” under the NIA, or which are now 
proposed, would be inappropriate with reference to a person 
not authorised to accept dejxwits withdrawable by "cheque." 
Moreover, the special privileges which may be accorded to 
the "bankers’ should be confined to those companies or cor- 
porate bodies which are subject to the discipline of the bank- 
ing regulation. 

"Banking" should be defined in the regotiable instru- 
ments law as a "company" or other corporate body which is 
authorised to accept deposits withdrawable by cheque. 

There is no provision in our country which extends 
protection to bankers paying and collecting instruments 
analogous to cheques, on the lines of the protection available 
to bankers in the U.K. for the last several decades. Essen- 
tially, such absence of protection is responsible for the reluc- 
tance of bankers in India to allow cheques with receipt forms 
being used even by customers who may have a genuine and 
valid need for this facility, like the Life Insurance Corpora- 
tion, by special arrangements with the banks concerned. It is 
necessary that the scope of the bankers’ protection in India 
should also extend to their payment and collection of instru- 
ments analogous to cheques, like cheques with receipt forms. 

The protection available to paying and collecting bankers 
with reference to cheques and drafts should also extend to 
their payment and collection of instruments for a series of 
money payable to order on demand, which are drawn on 
them, or are collected by them as the case may be. 

The negotiated cheque is a rarity and the requirements 
of law meant to deal with such rarities should not press too 
heavily on the banks’ time and labour in their handling of the 
total volume of cheques and thus impair their speed and ef- 
ficiency. 

The burden on the payee of varifying that the cheque is 
made out exactly in the correct name is felt much more in 
India where the endorsement rubber stamps by the payees 
are not in common use. 

The pointlessness and troublesome nature of the work of 
examining endorsement and the inconvenience caused to cus- 
tomers by the frequent need to return c|iequcs for 
"regularisation" of endorsements develop a sense of futility 
amongst bank staff and cause vexation to bank customers. In 
most cases, even what purports to be an "endorsement" is not 
really one, that is one meant for negotiation. A purported 
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endorsement is required just so that the paying bank may 
hope to rely on this for the purpose of protection under the 
NIA. Where the payee has signed the reverse of the instru- 
ment, it is not "endorsement" and hardly affords any protec- 
tion. 

In view of the spread in the branches of commercial 
banks for over a decade past the considerable increase in the 
number and volume of cheques handled by banks and the 
further increase that may be expected consequently on the 
special measures for spreading the cheque habit the time and 
labour which the public as payees and the collecting and 
paying banks would have to spend in scrutinising endorse- 
ments on order cheques (endorsements on bearer cheques 
now merit no notice by banks) would be very considerable 
and in view of the futility of the exercise, there is a clear case 
for dispensing with this and effecting consequential economy 
in time and labour. 

Provisions modelled on the lines of the Cheques Act of 
the U.K are necessary for our country not merely for the 
protection of bankers but mainly because they are conducive 
to business expeditions and economy. However, profiting by 
the experience gained on the working of the Cheques Act 
and the developments in this regard elsewhere, it is not 
necessary to extend the scope of the protection to cover cases 
of payment of cheques and allied instruments across the 
counter, or to cases of a bank collecting cheques not drawn in 
the name of his customer or in a name which so resembles 
the customer's name as to lead the banker to believe that the 
instruments are drawn in favour of the customer (where the 
Australian provision is appropriate). But it is necessary to 
consolidate the protective provisions both for paying and col- 
lecting bankers. As has been done in Australia, cases of en- 
dorsements without authority should also be brought within 
the protective canopy. Such provision should be applied ir- 
respective of the fact whether the instrument is crossed or 
uncrossed and should extend to cheques and all other instru- 
ments. On the lines of the U.K. Act, the crossing provisions 
should apply also to instruments allied to cheques. The pay- 
ment of a cheque or other allied instruments when collected 
by a banker to the credit of the named payee should be a 
prima facie evidence of the receipt of such amount by him. 

The purported signature on the reverse of the cheque by 
or on behalf of the payee cannot be relied on by the drawee 
as the purported endorsement and hence the drawee may not 
be discharged merely by payment of such instrument in due 
course. Hence strictly speaking, the drawee banker may be 
discharged where he pays an order cheque across the counter 
only when the payment is made to the correct person. 

In order to inculcate the cheque habit among the public 
and- in order to popularise draft as a mode of remittance, 
banks should be relieved, by statute, of the obligation to re- 
quire identification of the payees on order cheques for pay- 
ments made in their ordinary course of business. But this 
should not prevent banks from insisting on identification 
where they consider that the facts warrant it. 

Section 85 (1) of the NIA should be amended as; 

"Where a cheque payable to order purports to be en- 
dorsed and /or discharged by or on behalf of the payee or 


endorsee, the drawer is discouraged by payment in due 
course". 

There is no provision in the NIA affording protection to 
a banker collecting an altered item according to the apparent 
tenor thereof at the "time of its receipt for collection on the 
lines of section 80 of the NIA which protects a banker when 
he pays in due course an altered instrument according to the 
apparent tenor thereof. The collecting banker should protect 
when in good faith and in ordinary course of business he 
receives payment of an instrument (whether crossed or un- 
crossed) according to the apparent tenor of the instrument at 
the time of receipt thereof for collection. It is necessary to 
safeguard the position of banks which may collect or pay in- 
strument respectively endorsed without any reason to suspect 
that thereby they are acting contrary to the restorations im- 
posed by the endorsement. Banks ordinarily handle instru- 
ments, especially cheques in bulk and have no practicable 
opportunity to consider the effect of restrictive endorse- 
ments. Hence, neither the collecting bank (including the in- 
termediary bank acting on behalf of the first collecting bank) 
nor the paying bank should be considered as having notice 
nor otherwise affected by the restrictive endorsement of any 
person who is not either the banks's immediate transferor or 
the person who presented the instrument for payment 

It is not clear whether a banker is discharged when pay- 
ment is made to a person who is a minor to the knowledge of 
the banker and whether a minor can under such circumstance 
give a valid discharge. Though probably a banker may be 
protected by the tenor of the language of section 26 of the 
NIA, there is every merit in clarifying the position with 
reference to minor's deposits and safe deposit agreements 
with banks. 

To deal with minor's accounts, the Banking Regulation 
Act 1949, may be amended to introduce the following provi- 
sions. 

Minor's Deposits and Safe-Deposit Agreements 

(a) Receipt of Deposits: A banker may receive deposits 
by or in the name of : 

(i) a minor, 

(ii) a minor jointly with one or more adults or other 
minors with the same effect as a joint deposit, or 

(iii) a minor as trustee, or a minor and one or more 
adults or other minors as trustees, with the same effect as a 
deposit in trust. 

(b) Safe-deposit agreements: A banker may rent a safe 
deposit box or other receptacle for safe deposit of property 
to and receive property for safe-deposit from a minor. 

(c) Dealings with minor-A banker may deal with a minor 
with respect to a deposit account or safe-deposit agreement 
covered by sub-section (a) r (b) of this section without the 
consent of a parent or guardian and with the same effect os 
though the minor were an adult. A parent or guardian shall 
not have any right in such capacity to interfere with any such 
transactions. Any action of the minor with respect to such 
deposit account or safe deposit agreement should be binding 
on the minor with the same effect as though an adult. This 
section should not affect the law governing transactions with 
minors in cases outside the scope of this section. 
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APPOINTMENT 

The Task Force on Genetic and Biological Control of 
Pests was constituted by the Ministry of Health and Family 
Planning (Department of Health) vide its Resolution No. 
T.14012/28/72-C&CD.1 dated December 27., 1971 

TERMS OF REFERENCE 

(1) To study method of biological, genetic and other 
non-chemical methods that are being adapted in various 
fields for the control of pests; 

(2) and advise Government for staring of a project on a 
massive scale for controlling pests in the public health, 
agricultural and veterinary fields; 

(3) also recommend ways to achieve proper coordination 
of effort and to have a joint programme by the various con- 
cerned organisations. 

CONTENTS 

Preface, Constitution of Task Force; Functioning of Task 
Force, Acknowledgment; Introduction; Arthropods of Medi- 
cal and Veterinary Importance; Need for further research 
studies; Arthropods amenable to genetic and biological con- 
trol, Institution(s)/Organisation(s) where such studies can be 
carried out; Agricultural pests; Financial Implications; Con- 
clusions and Recommendations. 

RECOMMENDATIONS 

1. The large scale use of residual synthetic insecticides 
particularly those with persisting biological activity pose 
health hazards in the following ways: 

(i) Direct toxic effects on man and animal, 

(li) Causing environmental contamination and affecting 
wild life through persistent toxicity passing through food 
chains, 

(in) Disturbing the ecosystem giving nse to the 
uninhibited growth of certain pests, 

(iv) Resistance of insects to insecticides leading to loss of 
effectiveness in control programme against the pests and vec- 
tors of disease. 

2. These problems have necessitated the uigent need for 
finding out alternate methods of pest control. In the absence 


of promising genetic or biological control methods, the 
chemical control still remains the main sheet anchor for 
achieving control of pest populations However, the genetic 
and biological control methods hold enormous potential for 
their utilization in an integrated way. 

3. The utilization of these methods has been successfully 
demonstrated in achieving eradication of natural populations 
of screw worm fly (Cochliomyia hominlvorax) by release of 
radiated males in U.S.A. Similarly control of natural popula- 
tion of Cluev fatlgans was achieved in Sea Horse Key Island 
near Florida, U SA. by release of males sterilized with 
chemosterilant. 

4. In India, a beginning has been made by the 
ICMR/WHO Research Unit on Genetic Control of 
Mosquitoes where feasibility field trials for control through 
stenle males release and by other genetic methods are under 
way. 

5. Similar studies have been initiated by Indian Veteri- 
nary Research Institute as a part of the function of the In- 
stitute, to work out the feasibility and utilization of these 
techniques for the control of stable fly and poultry tick. 

6. In the field of agriculture, biological control tech- 
niques have been effectively utilized in the country for a 
number of pests of crops/horticulture by use of 
predators/parasites and pathogens The Directorate of Plant 
Protection Quarantine and Storage with the active support of 
Indian Council of Agricultural Research, Indian Agricultural 
Research Institute, New Delhi and Commonwealth Institute 
of Biological Control, Bangalore, have already contemplated 
number of pilot projects under the Fifth five year plan, to 
study the feasibility of biological control against (i) sugarcane 
borers, (li) ncc stem borers, (in) potato tuber moth, (iv) 
San-Jose-scale, (v) Boll worms of cotton, (vi) Rhinoceros 
beetle of coconut, (vn) Phytophagous mites of crops, (vin) 
Lantana Camara and (ix)Eupatorium sp. 

7. The efficient application of genetic and biological con- 
trol methods in comparison to chemical control requires con- 
siderable knowledge of the basic biology/ecology of the vec- 
tor populations involved. Success of these methods would en- 
tirely depend on the following: 

(1) The parasite/predator to be introduced into an area 
should harmoniously fit into the prevailing ecosystem, which 
would so affect the density dependent factors that the pest 
population is reduced. 

(2) Ecological studies on the ecosystem, including the 
studies on the target and non-target species, the interactions 
of biotic and abiotic factors should be fully comprehended so 
that ’remedy’ introduced may not by itself become the 
’problem’. 

8. It would be highly desirable that any promising 
biological/genctic.control method developed, should not only 
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be given an intensive and extensive laboratory and field 
evaluation but comprehensive field trials should also be un- 
dertaken under diverse ecological conditions, before any of 
thesejnethods could be recommended for large scale im- 
pTemcntation. 

9. Besides, research organisations connected with promo- 
tion of basic researches in the fields of medical, veterinary 
and agriculture, other agencies viz. Council of Scientific and 
Industrial Research, Bhabha Atomic Research Centre and 
Universities should be encouraged to take up basic research 
studies for the development of this field of science. 

10. These research studies require sustained efforts and 
undivided attention of those engaged in them. As the returns 
for profitable field application are slow to come, therefore, 
the institutions /organizations carrying out this work should 
receive full support of the Government in financial and other 
matters. 

11. For better organization and management of the 
research studies on biological and genetic pest control 
methods, it was considered desirable to establish registry of 
workers and scientific studies being carried out in the 
country. In this connection, it is recommended that 
Director-General Indian Council of Medical 'Research and 
Director General Indian Council of Agricultural Research 


should be approached to establish registries for genetic and 
biological control of pests in the medical, veterinary and 
agricultural fields respectively. 

12. There is an urgent need to keep liaison with Interna- 
tional Agencies like United Nations (U.N.) including United 
Nations Development Programme (UNDP), Food and 
Agriculture Organisation (FA.O.), World Health Organiza- 
tion (W.H.O.), United Nations Educational Scientific and 
Cultural Organization (UNESCO), International Atomic 
Energy Agency (IAEA) and the International Union for the 
Conservation of Nature and Natural Resources (IUCN) and 
other agencies for obtaining consultancy services and for co- 
ordination of international efforts. 

13. There is a great need for forming a ’Central Com- 
mittee for genetic and biological pest control methods in 
India’. The functions of this committee would be to co- 
ordinate the efforts put in by various agencies, disseminate 
knowledge gained in this field, and to deal with related mat- 
ters connected with the development and promotion of these 
activities in the country. 

14. The total annual financial implications for the Fifth 
five year plan has been worked out to be Rs. 200 lakhs and 
Rs. 320 lakhs for medical and veterinary and agricultural 
fields respectively. 
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APPOINTMENT 

The Nationql Cadet Corps Evaluation Committee to 
review the working of the N.GG was constituted by the Min- 
istry of Defence, Government of India, by a non-statutory 
Resolution No. 3747 dated 14 December 1972. 

TERMS OF REFERENCE 

(1) To evaluate the work of the NCC programme since 
its inception with specific reference to its aims and objectives; 

(2) To recommend measures necessary for changes in 
the aims and objectives, organisation and training of the 
NCC programme and consequential financial/administrative 
arrangements. In making these recommendations, the Com- 


mittee should take into account the activities covered by the 
National Service Scheme and National Sports Organisation 
in the sphere of youth development. 

CONTENTS 

Introduction; Order; The Background; Procedure; As- 
sessment; Consideration of aims of the NCC; Improvements 
to be effected in the NCC Organisation to Increase its Ef- 
ficiency; Recommendations; Appendices A to H; Errata. 

RECOMMENDATIONS 

Strength of NCC 

Enrolment in the NCC should be made voluntary, and 
also selective. Selectivity should be decided both with regard 
to physical fitness and mental alertness and ability to absorb 
the training given to them and only those who ate found 
suitable in these respects shall be taken. Thirdly those who 
do not attend the prescribed number of parades should be 
discharged without the least hesitation. Unless units are fully 
subscribed and all ancillary facilities arc provided by Stale 
Government, they should not be raised. 

With regard to the future strength of the NCQ it is dif- 
ficult to stipulate any figures because this would depend 
upon: 
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(1) the funds available; 

(2) availability of suitable officers and Permanent In- 
structional Staff (PI staff) from the three services; and 

(3) the encouragement given by the University 
authorities and the State Governments. 

A. Junior Division 

In respect of the Junior Division, however, we feel that, 
by and large, it should be maintained at its present level. We 
hope that Government will consider increasing the strength 
of the Junior Division at the appropriate time, particularly in 
view of the great enthusiasm which we have noticed among 
the members of the Junior Division. In this connection, it 
would be pertinent to quote the view expressed by Prof. S. 
Nurul Hasan, Minister of Education and Social Welfare: 

"Much more has to be done in respect of JD NCG To 
instil a sense of discipline, there is much scope in JD than in 
SD. The cadet can be moulded and his thinking power can be 
enhanced. The strength of the JD can be ten lakhs." 

Dr. Kothari gave evidence as follows: 

"If it is a matter of economy, my personal view is that to- 
tally to scrap the JD programme would be false economy; if 
you have to abolish something, abolish Senior Division rather 
than Junior Division, but I am for retaining both." 

B. Senior Division 

Considering the amendment which we have suggested to 
the third aim of the NCC, one of the objects of the Senior 
Division is to produce potential officers for the Armed 
Forces If this object is to be achieved, more intensive train- 
ing will have to be given to the Senior Division cadets under 
the supervision of competent officers. To achieve this aim, 
the strength has necessarily to be reduced to manageable 
proportions. In this context the strength can possibly be 
reduced from the present level of sue lakhs to a level of four 
lakhs or even less, on a gradual basis. The strength of the 
Naval and Air Wings should, however, be maintained at the 
present level of 12,600 and 11,600 respectively. This would 
mean that the proposed reduction in the Senior Division will 
be exclusively in the Army Wing. 

C. Girls Division 

The present strength of the Girls Division is rather 
meagre considering the expansion of women’s education in 
this country during the recent years. To quote Pandit H.N. 
Kunzru: "At present there is little attention paid to the 
Senior Division of Girls....The ratio of SD Girls vis-a-vis SD 
Boys is 1:10. I feel some more attention is required to be 
paid towards the increase of SD Girls. After all it is a matter 
of looking after the family. The girls getting greater amount 
of training will be able to give good training to their children 
in future." To quote Prof. S. Nurul Hasan, Minister <f[ 
Education and Social Welfare: "All importance needs to be 
given to Girls Division. By joining NCC they will be able to 
liberate their minds." Prof. Moonis Raza of Jawaharial Nehru 
University gave evidence in this regard as follows: 

"I would consider Girls Division to be important from 


another point. It is an instrument of modernisation as far as 
girls are concerned. It provides facilities for the girls, other- 
wise not available to them, which boys normally get outside." 
Other evidence also uniformly supports this. 

We, therefore, recommend that the' strength of Junior 
and Senior Wings of the Girls Division be increased to 

100.000 and 75,000 from the present strength of 67,000 and 

61.000 respectively. 

Age of Entry 

We suggest that the age of enrolment to Junior Division 
be raised to 14 years, from 13 years as at present, in the light 
of the changing pattern of education. This would mean that 
roughly children from 8th year and above and till the 12th 
year of schooling would be eligible to join the NCG For 
Senior Division, the age of enrolment must be T8 years plus’ 
and educationally in the 13th year and above. 

Clothing 

Clothing, uniform material and camp items must be 
made available as per entitlement. Shortages arc bound to af- 
fect the enthusiasm of cadets adversely. With the con- 
templated reduction in the strength of NCC, it should not be 
difficult to meet the requirement in full. 

Equipment 

Good quality equipment in current use with Services 
must be provided to the NCC Units. Obsolete and outdated 
equipment leads to disappointment and frustration among 
the NCC Cadets. 7.62mm (SLR) should be introduced as 
early as possible. Automatic weapons such as Light Machine 
Guns and Sten Guns of a pattern in current use in the Army 
should also be provided subject to security considerations. 

Refreshment and Washing and Polishing’ Allowances 

Uniformity in all states as regards payment of refresh- 
ment allowance and Washing and Polishing 1 Allowances is 
desirable. We feel that the present rates of these allowances 
which were fixed long ago are totally inadequate in view of 
the large increase in the price of food articles, detergents and 
wages 

Following rates are recommended: 

(a) Refreshment Allowance at 30 palse per hour per 
cadet for both Senior and Junior Divisions at the present 
prices, as against present rate of 20 paise per hour per cadet. 

(b) Washing and Polishing" Allowance at Rs. 2 per 
month per cadet for the training period for both Senior and 
Junior Divisions against the present rate of Re. 1 per month 
per cadet. 

Involvement of Heads of Institutions in NCC Activities 

The Heads of Institutions (Principals and Headmasters) 
should associate themselves closely with the NCC activities. 

They should address the cadets jointly with the O.G im- 
mediately after the enrolment and pay visit to parades and 
see that Officers and Cadets arc regular in their attendance. 
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Concessions 

We are against granting to NCC Cadets academic con- 
cessions by way of marks. In the first place they introduce an 
extraneous element on the popularity of the Corps and can- 
not be justified on grounds of sound education. Secondly, we 
expect students to join one of the four streams of NCC, NSS, 
NSO and work experience (commended by Education 
Commission); and if concession is given to one, it will have to 
be extended to all and it will lose all value. And thirdly, out 
of some 100 Universities, only some four or five have this 
practice of giving academic credit for non-academic work. 

We suggest, however, that: 

(a) Attendance at any activity connected with NCC 
should count towards the academic attendance as required by 
rules. 

(b) Universities having Military Studies Department 
should offer Military Science and elective subject open to 
NCC cadets. 

(c) University be requested to consider if NCC ’B’ Cer- 
tificate could be included in the list of subsidiary elective sub- 
jects in the curriculum. Syllabus for ’B' Certificate should be 
revised suitably. 

(d) Government should consider issuing a directive to 
the effect that, other things being equal, NCC Certificate 
holders should be given preference in employment in 
Government Service as well as public sector undertakings. 
We expect that private sector undertakings also would give 
due weightage to NCC qualifications in view of the leader- 
ship qualities which they acquire through NCC training 

(e) We hope that other things being equal preference 
will be given to NCC Cadets completing training successfully 
for admission to post-graduate and professional studies. 

NCC Training during School/College hours 

Over the years all concerned with the NCC Cadets, 
parents, officers and instructional staff, have expressed the 
desirability of having NCC activities during school/college 
hours. The difficulty that comes in the way is that only a few 
boys in an institution are in the NCC and they will miss their 
lessons if parades arc held during school hours. In USSR, 
military and pre-military training is compulsory for all and, 
therefore, the following arrangement works well. In the Men- 
delev Chemical Technological Institute (i.e. college), which 
the study group visited, the military chair in consultation with 
the principal has divided the students of the Institute into six 
batches. The military activities of each batch are confined to 
only one day in a week ("military day” for that batch). On a 
military day, there are six periods of military 
instructions/ficld work, two periods of self-preparation (like 
our tutorials) in the subjects of the day and one period of 
patriotic education. Thus, instead of parades on two different 
days in a week, as we have here, a USSR Cadet spends only 
one day a week in military activities. 

A similar system could be considered for introduction in 
this country with considerable advantage. It should be pos- 
sible to compress our present six days of academic teaching 
within five days. The sixth day can be called a "field day" 
during which the boys and girls in schools and colleges could 
be given patriotic training for an hour followed by separate 
training for NCC, NSS, NSO and other hobbies. NCC boys 
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could be given lectures and demonstrations followed by 
parades or weapons/equipment training. NSS Cadets can go 
to some institution or nearby village for social service. NSO 
b°ys and girls Can devote their time to sports and other ac- 
tivities. Boys and girls who do not belong to any of the three 
streams can be trained in other hobbies like dancing, singing, 
photography, art, elocution etc. Such an arrangement to have 
a field day once a week in all educational institutions will go a 
long way in improving the health, morale and well-being of 
the children. 

Establishment-Officers and PI Staff 

Regular Officers:During the course of our enquiry, we inter- 
viewed, besides cadets, several heads of institutions and 
others interested in the NCC It was argued by many that the 
present officer cadre is often of poor quality. Three suggest- 
ions may be made to remedy the situation. First, only care- 
fully selected regular officers should be posted to NCC 
Secondly, not more than say 20% of these should be from 
amongst the reemployed category. And thirdly, officers 
covered by disciplinary cases involving moral turpitude, 
drunkenness and habitual indebtedness or having adverse 
comments to these effects should not be accepted by the DG 
NCC 

We further suggest that Army Headquarters should be 
asked to consider posting to NCC on par with postings at 
Regimental training centres. In other words, posting to NCC 
should not operate as a handicap in anyway. In fact the NCC 
experience should be considered as an additional asset. We 
were informed that service with NCC is treated at par with 
shore appointment by the Navy and at par with any other 
ground appointment by the Air Force. 

B. NCC Commissioned Officers 

(1) Whole-time NCC Officers:This cadre should be 
slowly disbanded. Firstly, the full-time commissioned officers 
from the lecturers cadre should be replaced by regular of- 
ficers and subsequently the ex-Emergency Commissioned Of- 
ficers and other granted NCC Commission should be re- 
placed by regular officers. Such of them as are found good 
and suitable should be considered for longer tenure with bet- 
ter job security. Extension of tenure should be given one year 
before the termination of the current tenure. 

(2) Part-time NCC officers: We are of the view that these 
constitute the backbone of the NCC unit Being academic 
men they have considerable influence on the students. There- 
fore, suitable lecturers should be selected for grant of com- 
mission on part-time basis. 

G The procedure for selection of part-time NCC officers 
should be: 

(1) NCC officers for selection must be drawn from the 
regular lecturers of a minimum of three years’ standing. 
However, in the case of those who had served in the NCC as 
Under Officers or had obtained ’B’ or 'C certificates, this 
provision may be relaxed and they may be taken even earlier. 

(2) The prospective applicants should apply direct to the 
Vice Chancellor or the Director NCQ with one 10 t * ic 
Principal, who should forward his recommendations to the 
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Vice Chancellor or the Director NCC. 

(3) The principal concerned should be invited to attend 
as an adviser at the meetings of the Selection Board. 

D. Training. 

(1) Part-time NCC officers should be given intensive 
training before commissioning. It is recommended that they 
be attached to Regimental Centre/ Training Centre for 15 
days as part of pre-commission training in addition to one 
undergone in NCC Academy/OTS. 

(2) Part-time NCC officers should do service attachment 
with Military Units at least once in three years by rotation. 

E Service Age of Superannuation 


among them may be considered to improve their prospects 
further. 

Direct Entry Facility for JD NCC into NDA 

Cadets of the Junior Division with A-2 Certificate and 
second class in the Higher Secondary or equivalent examina- 
tion (Le., Matriculation plus one year) should be allowed to 
appear before the Service Selection Board without appearing 
for Union Public Service Commission (UPSQ Examination 
for direct entry into National Defence Academy (NDA). 
Presently, only Senior Division Cadets who arc graduates and 
possess ’C certificate can appear before the Services Selec- 
tion Board for direct entry into Indian Military Academy 
(IMA) without appearing for U.P.S.C Examination. 


The officers should retire after IS years of service or on 
attaining 45 years of age, whichever is earlier. This should be 
strictly enforced. 

F. Honorarium— Part-time NCC Officers 

In order to provide an incentive to the officers, we 
recommend that the scale of honorarium should be increased 
progressively with the rank structure. Honorarium should be 
paid throughout the year. We recommend the following 
scales in place .of the present flat rates of Rs 75 p.m. per SD 
Officer and 50 pan. per JD Officer 
l 

SD Officers 2/Lt Lt. Capt. Maj 

Amount (Rs.) ' 75/-p.m 80/-pm 90/-pm 100/-p.m 

JD Officers 3rd 2nd 1st Chief 

Amount (Rs.) 50/-p m 55/-p.m 65/-p.m 75/-p.m 

G. Pay and Allowances— JD NCC Officers 


Their rank structure not being related to any rank struc- 
ture in the Armed Forces, they maintain special status and 
their pay and allowances while they are in camp or under 
training do not get revised with the recommendations of Pay 
Commissions set up from time to time to determine the pay 
structure of the Armed Forces. This position should be rec- 
tified by Government. Further, the officers are not happy 
with their present designations. The Government may ex- 
amine changing their designations suitably. 

H Permanent Instructional Sta(T(PI Stall) 


It is desirable that the PI Staff posted to NCC Units an 
those who can speak the local language. 

(1) Service Conditions: Service conditions of instruc 
tional staff should be improved by providing for living ac 
commodation compatible with their status and seniority ir 
service to help them to function efficiently. 

(2) Under Officer Iastructors(UOI)/Sergeant Major In 
^orfSM!) employed in lieu of PI staff in Girls Division 

(aJTheir emoluments should be improved. Presently thei 
are entitled to consolidated pay of Rs. 300, Rs. 275, Rs. 221 
and Rs. 200 pm f or UOI Gde. I And Gde. II , SMI Gde. ] 
and SMI Gde.n respectively. 

(b) Selection and appointment of SD NCC officer fron 
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Committees 

The system of Central and State 'Advisory Committees 
for higher directions should continue as hitherto. A represen- 
tative of Inter-University Board may also be included in the 
Central Advisory Committee for NCC 

Award of NCC Medals and Ribbons 

Institutions of long service medals/ ribbons for 5 years, 
10 years and 15 years service rendered in NCC is recom- 
mended for NCC Commissioned Officers and NCC Cadet 
Instructors (Sergeant Major/Under Officer Instructor). 

Financial Powers and Disciplinary Powers over Civilian 
Staff 

The Committee considers that it is essential for the effi- 
cient running of the NCC that the directors are given neces- 
sary disciplinary and financial powers. State government 
should delegate appropriate powers of Head of Department 
(both financial and administrative) to the Director NCC for 
effective functioning of NCC A few States have already 
delegated these powers to them. 

Financial Arrangements 

We notice from the paper on evaluation submitted by 
the NCC Directorate General to the 25th meeting of the 
Central Advisory Committee that the following is one of the 
various proposals initiated. To quote: 

"In view of the multiplicity of responsibility, control and 
procedures in States, Central Governments and Educational 
Department and the resultant difficulties of working and 
functioning of the NCC, the whole organisation including 
aspects at present under the State Governments be put under 
the Centre, retaining the present financial division of expen- 
diture and adjustment made through book transfer between 
the Centre and States." 

We recognise that there are difficulties at present ex- 
perienced, but the remedy implicit in the proposal docs not 
appeal to us. First, it must be remembered that the UOTC 
which was completely under the Centre functioned before the 
Constitution was adopted. Education is now a State subject 
and in the running of the NCC, which has educational objec- 
tives even with emphasis on military training, cooperation of 
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the States— especially the Education Department-is essential. 
Secondly, the difficulties expressed in the paper can be got 
over and in fact they have been successfully met in some 
States. 

We, therefore, recommend that the Ministry of Defence 
should call a conference of State representatives and evolve 
procedures after mutual discussion for common advantage of 
all concerned. 

Organisation of NCC 

(a) Directors NCC of States should normally be of the 
rank of Brigadier or equivalent, except in case of small States 
where he should be of the substantive/paid acting rank of 
Colonel, irrespective of the number of cadets authorised for 
enrolment from time to time. This rank is considered ap- 
propriate in view of the fact that he has to deal with State 
Government authorities, Vice Chancellors of Universities, 
Principals of colleges, Educationists, and the Formation 
Commanders. 

(b) Group Headquarters is considered an essential link 
for the command and control and coordination of activities 
of NCC units. These control units must be provided with 
suitable light transport. Group Commander’s function being 
liaison, Inspection, Supervision of Training and Administra- 
tion in Units and Camps, and coordination of resources, he is 
ineffective without this facility. Where Directorate and a 
number of Group Headquarters are located in same station, 
reduction in the number of Group Headquarters may be ex- 
amined by the Government. 

(c) The NCC Battalion should comprise 3 to 6 com- 
panies and the number of Junior Troops attached to it 
should not exceed 12. Battalion headquarters should be 
strengthened by one Quarter Master Havildar or one Naik 
store hand. Battalion Commander should have light 
transport for effectively supervising training of companies in 
colleges and troops in schools dispersed over distance. 
Though it is desirable to form Junior Division Battalions, the 
same is not recommended in view of the financial difficulties. 
However, scale of instructional staff recommended is placed 
at appendix ’E\ 

(d) Company strength should be reduced from 200 to 
160 and should comprise three platoons not exceeding 55 
each. Company should have a company commander and one 
company officer who may command one platoon (both part- 
time SD NCC Officer) while the other two platoons should 
be commanded by Senior Under Officer (SUO) Cadets. 

(e) It is desirable that Junior Troop strength should be 
reduced from 100 to 60 and commanded by Troop Com- 
mander (part-time JD Officer). 

Transport 

We understand that Ministry of Defence had set up a 
committee to study and recommend the authorisation of 
transport for Group Headquarters and different types of 
Units of NCC Salient features of their recommendations 
are as follows: 

(a) Group Headquarters should have light transport (staff 
car). Pooling system is not considered workable excepting 
perhaps where group headquarters and four or more units 
are located in the same station. 
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(b) Officers commanding unit should have i 1e m 

transport (staff car or jeep). 6 

(c) A load-carrying vehicle for carrying stores or cadets 
and other specific framing and administrative duties should 
be available in unit (3 ton lorry or pick-up-van). 

(d) A motor cycle should be available for despatch rider 
duties, liaison and other administrative duties. Group head- 
quarters and Independent Companies may be authorised 
Bicycles in lieu. 

(e) In artillery unit, field artillery Tractors be replaced by 
1 ton truck 44. 

(f) Air sqns. doing gliding should be authorised addi- 
tional jeep exclusively for gliding purposes to achieve their 
target of 3,500 to 6,000 launches a year. 

A statement showing the result of recommendations of 
the Transport Committee is placed at Appendix ’G'. We 
would request Government to implement these recommen- 
dations as far as possible in order to improve the efficiency 
of the NCC. 

Enrolment and Attendance 

As stated earlier, enrolment of students in NCC must be 
voluntary and selective. Rules of attendance must be strictly 
enforced after they join the organisation. 

Powers of Punishment over Part-time NCC Officers 

Even though directors NCC are required to command 
and control the part-time NCC officers in their NCC work 
they have no powers to punish them. It is desirable that 
directors NCC are entrusted with powers to award 
’displeasure’ and ’severe displeasure’ to the part-time NCC 
officers with the provision for an appeal to the vice chancel- 
lors. 

Powers of Discharge of SD NCC Cadets 

Principals of collegcs/mstitutions should have powers of 
discharge of S D NCC Cadets as the Headmaster has in 
respect of JD NCC Cadets. 

Disbandment 

Units having poor attendance should be disbanded. 
Rules in this regard should be strictly enforced. The Com- 
mittee understands that a large number of technical units 
have been under-subscribed. They should be disbanded un- 
less they are brought upto the mark immediately. 

Training - NCC Cadets 

(a) The training programme should be made more inten 
sive and realistic. There should be more contacts 

NCC units and Military units. It may be considered whcm« 
an NCC unit may be specially attached to particular Mi i a jy 
unit which will take special interest in the cadets belonging 
the NCC unit. The officers of the Military unit can-visit tne 
attached NCC unit when they proceed on leave and this wu 
create a special rapport between the Military and NC 

(b) Training should be restricted to two years in 

two years in SD NCC, provision being made for thiru year 
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training in SD NCC only for those opting to take up armed 
forces as a career, to enable them to pass ’C certificate ex- 
amination. 

(c) Audio-visual training aids, charts and sand models be 
made available to NCC units for imparting training to NCC 
boys and girls. 

(d) Camp training should be an annual feature, if pos- 
sible. Area commanders, Directors of Public Instruction of 
State Governments, vice chancellors and principals should 
pay visits to these camps. 

(e) Service attachment of Girl cadets to Armed Forces 
hospitals could be considered. 

(f) Service attachment of cadets should be increased. 

(g) Para jumping should be encouraged and it should 
also be thrown open to girl cadets as well. 

(h) Increased weapon firing by cadets is recommended. 

(i) Obstacle courses for boys should be included in the 
training programme. 

(j) Cadets should be made familiar with the weapons 
used in the Army. They should also be trained in wartech- 
niques and tactics. 

(k) Girls Division training syllabus should include physi- 
cal exercise, self defence, unarmed combat, nursing and child 
welfare. 

(l) Part-time NCC officers should supervise the training 
imparted by the Instructional Staff. To quote General G.G. 
Bewoor, PVSM, Chief of the Army Staff in this regard: 

"The cadets should as far as possible, be trained by the 
teaching staff themselves. The PI staff will give them instruc- 
tions irr drill parade and handling of weapons. 

More and more part-time officers should be employed 
for training the SD boys so that the NCC activity forms part 
of the activities of the educational institutions under the 
general supervision of the Principal. 

Unless there is close supervision on the Part-time NCC 
officers and PI staff, NCC training will not be very effective. 
Cadets can be associated with Home Guards and Civil 
Defence activities to develop leadership qualities.* 

(m) High standard of training must be ensured by con- 
stituting competent boards of officers to lest the cadets in the 
various NCC certificate examinations strictly according to 
prescribed syllabus. Lowering of standards of tests should 
not be accepted/permitted The Board of Officers should be 
constituted by respective local service formations. 

(n) A test of competence should be held before cadets 
are permitted promotions to various ranks, as. per promotion 
rules. 

(o) It is well known that, in times of natural calamities, 
members of the Armed Forces are pressed into relief work 
like flood/faraine relief, civil defence. But, relief work as such 
does not form a part of their normal training. Similarly, the 
NCC cadets will not be found wanting in rendering such serv- 
ice even if there is, as it should be, emphasis on military 
training. In the training camps, NCC cadets should be given 
some training in relief work so that they may be able to 
render service during calamities like floods, fire, famine eta 

Allowance for Camps 

In view of the rising prices, State Governments should be 
requested to raise allowances given for camps so that the 
boys and girls can be given adequate and nourishing food. 
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Arms Kot and Magazines 

Arms Kots and Ammunition Magazines should be 
provided by State Governments at Unit level and on station 
basis, where they have not been provided. 

Police Guards 

Police guards should be provided at Unit Arms Kot, 
where they have not been provided, to ensure security of 
Arms and Ammunition. 

Strong Rooms and Rifle Racks 

Strong rooms should be provided in the 
College/Institutions by providing grill doors, double locking 
arrangements, strongly fixed rifle racks and iron-barred win- 
dows and ventilators to ensure security of drill Purpose (DP) 
and Drill Purpose Blank Firing (DPBF) rifles and to ensure 
uninterrupted and regular instructions being imparted to 
NCC cadets in weapon training, field craft and dnll with 
Arms in the institution. 


Range Facilities 

Range facilities do not exist at many places even at dis- 
trict level. Where ranges do not exist, weapon firing, which 
the cadets are quite keen to carry out, cannot be carried out 
except in the Annual Training Camps. Range facilities should 
be provided with the assistance of State Governments, 
Universities /Colleges as far as feasible, to enable cadets to 
fire rifles and fight machine guns 

Introduction of Air Rifles at places where range facilities 
are not available is recommended to enable cadets to im- 
prove their weapon firing capabilities. 

Appendix ’E’ 

Recommended Scale of Instructional Staff— Junior Division 
Troops 

Issued with the Report of National Cadet Corps Evalua- 
tion Committee, 1974 
Refers to para 25 (15) (c) 


Junior Division - ARMY WING (Troop strength 60 cadets) 
(PI staff to be provided to Controlling SD unit) 


No. of Junior Army No. of Instructors to be provided 

Troops Grouped 

under an S-D.Unit JCOs Havs Naik 


I to 5 Troops 
5 to 10 Troops 

II to 15 Troops 1 


1 

2 

2 


Notesil. In case the affiliated Junior Division Troops are dis- 
persed beyond 20 miles, one additional hav/eqvt should be 
authorised for every 5 troops. 

2. Not more than 12 troops will normally be affiliated to 
any senior division unit. 

3. Junior girls troops and junior army troops grouped 
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under a senior division unit will together be taken as basis for 
determining unit’s entitlement of Instructional staff. 

NCC officer (JD)-l per troop 

Civilian Staff (preferably ex-servicemen) 

UDC LDC 

I to 10 Troops - 1 

II to 20 Troops 1 1 

Every addnl.10 Troop or less - 1 (addn. LDC) 

Transport Nil 

Junior Division - NAVAL WING (Troop strength 60 cadets) 

1CPO/PO for every 1 to 5 Junior Naval Tps grouped 
under an SD unit. 

Ratio of the higher rank to the lower rank will be 1:3 
Note: Other scale as for Junior Division Army Wing 

Junior Division - AIR WING (Troop strength 60 cadets) 


Fit Sgt Fitter 1 — 1 for every 10 troops or less 

Sgt G.T.l 1 for every 10 troops or less 

Total 2 


Note : Other scale as for Junior Division Army Wing 


Effect of Reogranisation 
Refers to para 2fr ^ 

Senior Division 
(160 cadets per coy) 

Cadet Strength 

Total No. of NCC Battalions.... 810 units 3,00,800 (boys) 
(Army Wing & Girls Drv.) (2349 of 75,000 (girls) 

160 cadets) 

Total No. of Naval Wing Units... 57 units 12,600 
Total No. of Air Wing Units 58 units 11,600 

Total 925 units 4,00,000 


Junior Division 
(60 Cadets per troop) 



Troops 

Cadets 

Total No. of Jr. Army Tps...... 

8315 

4,98,900 

Total No. of Jr. Naval Tps.... 

818 

49,100 

Total No. of Jr. Girls Tps 

1,667 

1,00,000 

Total ‘ 

11,667 

7,00,000 


Girls Division— JUNIOR WING (Troop strength 60 cadets) 

Part time NCC Officers 

Note: Same scale as for junior army troop given above. No. of addnl. NCC Officers(SD) 4,698 - 4,678 = 20 

Note: The above scale will also apply to Junior Division (2,349x2 = 4,698 NCC Officers) 

troops in military, public or Sainik schools. Existing number = 4,678 

No. of addnl. NCC Troops(JD) 11,667 -8,042 = 3,625 

NCC Training is compulsory in Sainik Schools. 'In a (7,00,000 ??60 = 11,667 Tps) 

Sainik School company (JD), Officer commanding Existrng number = 8,042 

(Maj/Capt) will be appointed by principal of the Sainik 

School from their existing establishment. One JCO will, Other Requirements 

however, be authorised as at present. 

Additional Quarter Master Havs or Storemen 

APPENDIX ‘F Naik required 810 

Issued with the Report of National Cadet Corps Evalua- Note: This includes NCC Officers in the Naval and Air Wing, 
tion Committee, 1974 
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APPENDIX *G’ 

Issued with the Report of National Cadet Corps Evaluation Committee, 1974. 

Statement Showing Resultant Increase/Decrease in the Number of Vehicles Recommended for Aithorisatoin to NCC 

Refer to Para 25' 

Present authorisations 


SI. 

Units 

No. of 

Lt 

Veh. 

3 ton 

1 ton 

Pick 

MC 

FAT 

No 


units 




-van 

up 



(a) 

(b) 

(c) 

(d) 

(e) 

(0 

(g)> 

CO 

0) 

(D 

1. 

GP HQ NCC 

97 

- 

- 

- 

- 

- 

- 


2. 

Inf Bn (5tol0 COys) 

476 

167 

309 

476 

- 

- 

476 

- 

3. 

Inf Indep Coy 

39 

- 

- 

39 

- 

- 

- 

~ 

4. 

Arty Rcgt 

1 

- 

1 

1 

- 

- 

- 

4 

5. 

Arty Bty 

24 

- 

- 

24 

- 

- 

- 

48 

6. 

Girls Bn (Sto8 Coys) 

39 

- 

39 

39 

- 

- 

39 

- 

7. 

Girls Bn (4 Coys) 

19 

- 

- 

19 

- 


19 

- 

8. 

Girls Bn (283 Coys) 

26 

- 

- 

26 

- 

- 

- 

- 

9. 

Girls Indep Coy 

18 

- 

- 

18 

- 

- 

- 

- 

10. 

Air Sqn Plying 

46 

- 

46 

46 

46 

- 

- 

” 


Total 


167 

395 

688 

46 

- 

534 

52 





Recommended authorisations 





SI 

Units 

No. of 

Lt. 

Veh. 

3 ton 

1 ton 


Pick 

MC 

FAT 

No. 


units 

Car 

Jeep 




up 











van 



00 

(b) 

(c) 

00 

0) 

(m) 

(n) 


00 

(P) 

(q) 

l- 

GP HQ NCC 

97 

97 

- 

- 

- 


- 

- 

- 

* 

Inf Bn (5tol0 Coys) 

476 

334 

142 

375 

- 


101 

476 

- 


Inf Indep Coy 

39 

- 

- 

- 

- 


39 

- 

- 


Arty Rcgt 

1 

- 

1 

1 

4 


- 

- 

** 


Arty Bty 

24 

- 

- 

24 

48 


- 

- 

- 


Girls Bn (5to8 Coys) 

39 

29 

10 

39 

- 


- 

39 

- 


Girls Bn (4 Coys) 

19 

- 

- 

- 

- 


38 

- 

- 


Girls Bn ( 283 Coys) 

26 

- 

- 

- 

- 


52 

- 

- 


Girls Indep Coy 

18 

- 

- 

- 

- 


18 

- 

- 

). 

Air Sqn Flying 

46 

- 

69 

46 

46 


- 

- 

- 


Total 


460 

222 

485 

98 


248 

515 

- 



Increase / Decrease 








1 

Units 

No. of 

Lt. 

Veh. 

3 ton 

1 ton 

Pick 

MC 

FAT 

Bicycle 

lo. 


units 

Car 

Jeep 



up 











van 




0 

(b) 

00 

to 

<s) 

0) 

00 

(v) 

(w) 

W 

(y) 


GP HQ NCC 

97 

+97 


- 



- 


+97 


Inf Bn (5tol0 Coys) 

476 

+ 167 

-167 

-101 

- 

+ 101 

- 

_ 

- 


Inf Indep Coy 

39 

- 

- 

-39 

- 

+39 

- 

- 

+39 


Arty Rcgt 

1 

- 

- 

- 

+48 

- 

- 

-48 

- 


Arty Bty 

24 

- 

- 

- 

+48 

- 

- 

■48 

- 


Girls Bn (5to8 Coys) 

39 

+29 

-29 

- 

- 

- 

- 


_ 


Girls Bn (Coys) 

19 

- 

- 

-19 

. 

+38 

-19 


+ 19 


Girls Bn (283 Coys) 

26 

- 

- 

-26 


+52 



_ 


Girls Indep Coy 

18 

- 

- 

•18 

- 

- 

- 

+ 18 

+ 18 

0. 

Air Sqn Flying 

46 

- 

+23 

- 

* 

. 

. 


. 


Total 


+293 

-173 

-203 

+52 

+248 

-19 

-52 

+ 173 
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COMMITTEE FOR STANDARDIZATION OF PAY SCALES, ALLOWANCES 
AND PERQUISITES OF OFFICERS IN THE NATIONALISED BANKS, 1973. 

OR PILLAI COMMITTEE 

Report with modifications, New Delhi, Department of Banking, 
Ministry of Finance, 1974, 129p. 


Chairman: Prof. V. R. Pillai. 

Members: Shri K. P. J. Prabhu; Shri S. M. Joshi; Shri J. 

M. Lalvani. 

APPOINTMENT 

The nationalisation of the 14 major banks in the year 
1969 was a landmark in the history of banking in India. The 
change from private to public ownership was by itself not 
very significant; what made this measure important was a sea 
change in the concept of banking in a developing country. 
The main objective of nationalisation was to make the bank- 
ing system a potent instrument for accelerating the develop- 
ment process by extending banking services to the vast un- 
banked areas in the country and making bank credit available 
to the lowly sections of the population who were at the mercy 
of the moneylenders. This new trend necessarily involved 
some fundamental changes not only in the organisational 
structure and procedures of the banks but also in the role of 
the bank manager. 

"Today, the branch manager can no longer operate in 
isolation. He has to go out, meet people and make himself 
acceptable as a part of the community so that the small bor- 
rowers can discuss their credit requirements with him for 
giving a concrete shape to their productive ideas. With this 
change, the branch mabager now finds himself called upon to 
study and understand human nature in a bid to evaluate and 
assess the man behind every scheme or proposal. He has to 
leam, for the first time, the economics of operation in the 
new areas of bank finance, particularly in agriculture, small 
business, transport and self-employment ventures. Today, 
with increasing decentralisation of operational responsibility 
in each bank, the credit-decision points that were few and 
generally located only in its head office have increased 
manifold and travelled down to the branch level. From being 
a mere purveyor of credit at the behest of the head office, the 
branch agent now functions under powers vested in him and 
has to rely upon his own initiative and judgment". (New 
Trends in Banking, Govt, of India, Dept, of Banking, P. I.) 

The need for attracting a sufficient number of the right 
type of personnel with the necessary initiative, enterprise and 
aptitude for service to the officer cadres of these banks has 
come to the forefront with the rapid expansion of branch 
banking throughout the. length and breadth of the country. 
But at present each of the 14 nationalised banks follows its 
own recruitment and personnel policies, based on the tradi- 


tions and ethos which it has inherited from the days of 
private ownership. There is also great diversity in the pay 
scales, allowances and other conditions of service applicable 
to the officers, which is an anachronism under a common 
ownership. It is all the more so because in respect of the 
clerical and subordinate staff of the banks (generally referred 
to as the award staff), a process of convergence in the pay 
and allowances had already been set in motion by various 
awards of tribunals and literal settlements between the 
workmen’s unions and the bank managements represented by 
the Indian Banks’ Association. This trend has been carried 
forward after nationalisation with the result that there is 
today uniformity in respect of the pay structure of the award 
staff in the 14 nationalised banks, but considerable diversity 
in the pay scales and allowances of the officer cadre. This in- 
congruity creates an anomalous situation because the large 
majority of officers are promoted from clerks but their pay 
scales and prospects differ from bank to bank on promotion. 
One of the important recommendations of the Banking Com- 
mission was the introduction of centralised recruitment of of- 
ficers for the 14 nationalised banks and the setting up of a 
National Banking Service Commission. But the Banking 
Commission found the prevailing diversified pay structure of 
officers in these banks a hindrance to centralised recruitment 
policies and therefore recommended as follows: 

"Before the (National Banking Service) Commission can 
start functioning effectively, salaries and other emoluments 
of the staff of the National Banks at various levels will have 
to be standardised, and this work should be taken up in right 
earnest by the Government of India." 

(Report of the Banking Commission, Government of In- 
dia, 1972 (pp. 354-355, para 1422.) 

The Banking Commission also suggested that those in 
the selection grades in the banks, i.e. "posts which involve 
control over branches in a region or taking policy decisions 
or which carry at the beginning of the scale total emoluments 
(including perquisites) of Rs. 2,000 per month and above," 
should be transferable from one nationalised bank to 
another. It was in pursuance of the above recommendations 
that the Government of India set up this Committee for stan- 
dardisation of scales of pay, allowances and perquisites of of- 
ficers (other than award staff) in the 14 nationalised banks. 

TERMS OF REFERENCE 

1. the principles that should^govern the structure of pay 
scales of officers of nationalised banks and to suggest such 
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change* in the existing structure as may be necessary to bring 
about standardisation of scales of pay. In making its recom- 
mendations, the Committee will take into consideration the 
terms and conditions of the Chairman and Managing Direc- 
tors of nationalised banks; 

2. the allowances, amenities, facilities or benefit in kind 
that should be admissible to the various grades of officers in 
the nationalised banks; 

3. the age of superannuation and the nature and quan- 
tum of terminal benefits for the other cadres; 

4. the principles that should govern the question of trans- 
ferability of senior staff amongst the various nationalised 
banks i.e posts which involve control over branches in a 
region or which are entrusted with the responsibility of 
taking policy decisions or which carry at the beginning of the 
scale total emoluments including perquisites of Rs. 2000 and 
above per month; and 

5. any other matter incidental or ancillary to the forego- 
ing which the Committee may deem fit 

CONTENTS 

Introductory, Nationalised Banks; their organisational 
structure ; the existing pay structure, principles governing the 
pay structure; standardisation of pay scales; standardisation 
of allowances; Amenities, facilities and benefits in kind; con- 
ditions of service; summary of recommendations. 

SUMMARY OF RECOMMENDATIONS 

The Pay Structure 

1. The major requirements of a sound pay structure are 
inclusiveness, comprehensibility, adequacy, rationality and 
career planning. 

2. Regarding the prindples that should govern the struc- 
ture of pay scales of officers or nationalised banks, our ap- 
proach is as follows: 

(a) The prinriplc of capadty to pay loses much of its sig- 
nificance in the determination of pay scales of officers in the 
fourteen nationalised banks against the background of 
uniform pay scales for award staff established by them ir- 
respective of their profitability or capadty to pay. 

(b) We endorse the principle of equal pay for equal work 
as a guiding prinriplc in the standardised pay structure. 

(c) The principle of fair comparison has several limita- 
tions as a guide to wage fixation in the Indian economy in the 
present context. 

(d) The basic principles underlying the pay structure 
should relate pay scales to functions and responsibilities. 
The practice of rewarding officers by extra allowances for 
holding more responsible posts should be dispensed with. 

3. The standardised grade structure for the 14 
nationalised banks is based on the identification of four 
broad levels of responsibility in the officer cadre. Each level 
would correspond to a grade in the pay structure and there 
will be one or more scales within each grade: 

Grades Scales 

1. Top Executive VII, VI 

2. Senior Management V, TV 

3. Middle Management IB, n 

4. Junior Management I 


4. The minimum basic pay of officers in the junior 
management grade should be fixed at Rs. 700 per mensem on 
par with comparable categories. 

5. The following are the standardised pay scales within 
the grade structure mentioned above: 


Grades 


Scales 

Top Executive 

vn 

3000-125-3500 

VI 

2750-125-3250 

Senior Management 

V 

2500-100-2700 


IV 

2000-100-2400 

Middle Management 

in 

1800-75-2250 

, 

n 

1200-70-1550-75-2000 

Junior Management 

i 

700-700-40-900-50-1100- 

EB-1200-60-1800 

N.B. All scales are related to the 

figure of 200 with quarterly 


average of All India Working Class Consumer Price Index 
(Base 1960=100). 

6. We consider that the period of probation for directly 
recruited junior officers should be two years wh*ch may be 
further extended by one year in the case of probationers not 
satisfying any or all the requirements suggested for confir- 
mation. 

Each direct recruit should be required to leam one 
regional language in addition to his mother tongue, during 
the period of probation. 

Probationers should be treated as officers for all intents 
and purposes from the date of their entry into the junior 
management grade. But they will not be entitled to draw any 
allowance during the first year. In the second year they will 
be eligible to draw DA., City Compensatory Allowance and 
House Rent Allowance depending on the place to which they 
are posted. They will be entitled to an increment on confir- 
mation as a regular officer at the end or the second year on 
successful completion of probation. 

7. Promoted officers from the workmen staff wifi be on 
probation for one year and they should undergo institutional 
training for a period of not less than six months. They will 
be entitled to draw their first increment in the scale at the 
end of the first year itself on confirmation. 

8. The pay structure should provide for accelerated 
promotions for the meritorious by reserving about 25 per 
cent of the vacancies in the higher grades for it. Officers in 
the junior management grade will be eligible for merit 
promotion to scale II in the middle management grade on 
the fulfilment of 7 years of service and a pass in both parts of 
the CAUB or 10 years of service and a pass in part I of the 
CAIIB or 12 years of service. Officers with 10 years of service 
in the middle management grade will be eligible for promo- 
tion to the senior management grade. Officers with 5 years 
service in the senior management grade will be eligible for 
election to the top executive grade. 

9. Seniority promotions are recommended to the middle 
management grade and subsequently to the senior manage- 
ment grade. Seniority should be determined on an all-India 
basis. 

10. All promotions from one scale to a higher one within 
a grade and all seniority promotions from one grade to -a 
higher one will be exclusively a management function. - But 
accelerated promotions from one grade to the higher grade 
should be on the advice of a promotion committee with 
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which a member of the National Banking Service Commis- 
sion should be associated. 

11. Early steps should be taken to integrate the existing 
specialised officers with the general banking line. All 
specialised officers should be placed in scale I. In course of 
time, the needs of specialised work should be met from the 
directly recruited or promoted officers with the necessary 
specialised background. 

Chartered Accountants and Economists with several 
years of experience recruited at higher levels may either be 
integrated with general line or provided with adequate 
promotion opportunities on a par with general officers of the 
same seniority. , 

Law Officers may be allowed lateral entry into higher 
grades and provided scales of pay for promotion in their own 
line comparable to those in the general line. 

12. The categorisation of positions of officers in a bank 
below the senior management level is to be done by each 
bank. Certain guidelines have been suggested for such 
categorisation including norms for classifying the branches of 
banks. Categorisation of posts at higher levels should be by 
an ad hoc committee appointed by the Government. Hie fit- 
ment of officers in scales will be the responsibility of the 
management of each bank. 

13. The standardised pay structure including the set of 
allowances and perquisites recommended by us should be 
implemented as a ’package’ from an appointed date. It 
should apply to all officers to be directly recruited or 
promoted after the appointment date, as also those previ- 
ously recruited by the banks and undergoing probation on 
that date. Officers already in a position may be given an op- 
tion to elect for the new scales or continue on the old scales 
until the tum of their present grade. 

14. In the matter of fitting officers in the new scales, the 
basic principle should be that their existing emoluments in 
respect of basic pay and DA. should be protected. We have 
suggested separate formula for the fitment of existing of- 
ficers and formulae for the fitment of existing officers and fu- 
ture promotions. 

Dearness Allowance 

15. We have adopted the principle of 75% neutralisation 
of the increase in the cost of living up to a salary level of Rs. 
900 per mensem. Officers up to this level will be eligible to 
get quarterly adjustments in the DA for every rise or fall of 
8 points above 200 in the quarterly average of the All India 
Working Class Consumer Price Index (1960 = 100). The rate 
of adjustment will be 3% of the basic pay for every change of 
8 points in the quarterly average of the index. The quantum 
of DA adjustment for every 8 points in the salary ranges 
above Rs. 900 per mensem will be limited to Rs. 27 per men- 
sem. For officers in the salary range of Rs. 901 to Rs. 1600 
per mensem, the first adjustment will be for a block of 16 
points and the second will be for the next block of 8 points. 
Officers in the salary ranges Rs. 1601 and above will get their 
first adjustment of DA for a block of 24 points. This cycle of 
adjustments for blocks of 8, 16 and 24 points will be repeated 
for every change of 24 points in the average Index. 
However, there will be a ceiling, viz, that salary plus DA 
should not exceed Rs. 2400 per mensem. The formula will be 
subject to suitable marginal adjustments. 
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16. House rent allowance may be paid to all officers not 
provided with accommodation. The officer should ben 
monthly rental charges upto 10% of his basic pay. House rent 
allowance will be payable to officers to compensate them for 
the excess of the actual rent paid over and above this 10% at 
the rates mentioned below on the strength of rent receipts. 

1. Major ’A’ Class cities (Bombay, Delhi, Calcutta, 
Madras and Hyderabad) Up to 25% of basic pay subject to a 
maximum of Rs. 400. 

2. Area I Up to 20% of basic pay subject to a maximum 
of Rs. 300. 

3. Area II Up to 15% of basic pay subject to a maximum 
of Rs. 250. 

4. Area III Up to 10% of basic pay subject to a maximum 
of Rs. 250. 

17. City Compensatory Allowance (CCA) for officers in 
the nationalised banks should be paid in Area I only, and the 
rate should be 10% of basic pay subject to a maximum of Rs. 
100 per mensem. It is payable only so long as an officer is 
working in Area I. 

Other Area Allowances 

18. The Goa Allowance should be abolished and instead - 
CCA should be paid to officers working in the urban ag- 
glomerations of Panaji and Marmagoa which maybe in- 
cluded under Area I for this purpose. 

Special Area allowances may be paid in difficult, inacces- 
sible or expensive places at the discretion of the manage- 
ments. Where, in such places more than one nationalised 
bank operates, uniform practices may be adopted by mutual 
consultation. Such allowances should not exceed Rs. 150 per 
mensem in Andamans, Nicobar, Laccadives, Minicoy, 
Mizoram, Arunachal Pradesh and Ladakh and Rs. 100 per 
mensem in other places. 

Project Area Compensatory Allowance 

Officers working in project areas may be paid allowances 
at the rate of Rs. 40 per mensem in Group A and Rs. 25 per 
mensem in Group B areas. 

Travelling Allowance 

19. Detailed recommendations have been made for stan- 
dardised Travelling Allowance Rules relating to journeys per- 
formed on duty, on transfer and on retirement. 

Leave Travel Concession facility has been recommended 
to be available for travel to home town in a block of two 
years and for travel to any place in India once in a block of 4 
years. 

Conveyance Allowance 

20. Conveyance allowances as they obtain today may be 
discontinued. Instead, where officers are obliged to use their 
private vehicles for official purposes, they should be compen- 
sated for the expenditure at rates to be fixed by the banks. 

Deputation Allowance 

21. (1) When an officer is posted to work in a training in- 
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stilution run by the same bank or jointly with other banks, he 
should be deemed to be on deputation and paid a deputation 
allowance at the rate of 10% of his basic pay. 

(2) When an officer is sent on deputation outside his 
parent bank, he should be entitled to draw, at his option, pay 
and allowances attaching to the new post or receive his grade 
pay and allowances plus a deputation allowance of 20% of 
basic pay. 

22. Officiating AllowancetAn officer officiating in a 
higher post for not less than 10 days should be paid an of- 
ficiating allowance equal to the difference between the basic 
pay of the higher post and his own basic pay, togclher with 
special allowances, if any, attaching to the higher post. 

23. Allowances to Senior Management Personnel: The 
existing allowances lo senior management personnel should 
be abolished when they arc fitted into the new scales. 

24. Onerous Duty/Discomfort Allowances as well as spe- 
cial allowances to inspecting staff such as servants allowance, 
type allowance, overstay allowance, etc. may be abolished. 
Supplementary diem allowance for inspecting staff has been 
recommended. 

25. Post Allowancc/Branch Allowance/Duty Allowance: 
These maybe abolished as soon as officers are fitted into the 
standardised pay structure. 

26. Personal Allowances: The present system of personal 
allowances as a corollary to running scales of pay should be 
abolished. Personal allowance to protect existing emolu- 
ments of officers in the process of fitment into the new pay 
structure may be resorted to as a transitional measure. 
Higher qualifications when needed should be rewarded by 
advance increments and not by personal allowance. Profes- 
sional qualifications obtained while in service may be 
rewarded, if need be, by lumpsum rewards only. 

27. dosing Allowance should be paid only to officers 
who arc directly engaged in the closing work at the rate of 
Rs. 150 for every half yearly closing. 

28. Split Duty Allowance may be paid at the rate of Rs. 
25 per mensem to officers performing split duty. 

29. Test Cypher Allowance may be abolished. 

30. Vault Custodian Allowance as such should oc 
abolished but an officer required to work as custodian of 
vaults or lockers on bank holidays should be paid a diem al- 
lowance at the rate to which he is entitled. 

31. 'Hill and Fuel’ allowance - An integrated 'hill and fuel' 
allowance may be paid for officers at the following rates: 


Category 

Officers staying nt 
altitudes of and over 
1500 metres 

Officers staying at 
altitudes of and over 
1000 metres but below 
1500 metres 


Rate 

10% of basic pay subject 
to a maximum of Rs.100/- 
per mensem 

8% of basic pay subject to 
a maximum of Rs. 75/- per 
mensem. 


32- Water Scarcity Allowance may be discontinued wherever 
it is being paid. 

33. Foreign branch allowances. These may be fixed by the 
individual bank managements. However, if in the same for- 
eign city two or more nationalised banks have their branches, 


a uniform pattern for such allowances and perquisites may be 
fixed by mutual consultation by the concerned managements. 

34. Sundry Allowances obtaining in some of the banks may 
be discontinued. 

35. Medical Aid: Officers and their families should be given 
medical aid facilities. The family for this purpose may be 
defined as consisting of spouse, wholly dependent children 
and wholly dependent parents. 

Reimbursement of medical expenses should be on the 
strength of the officer’s own certificate of having incurred 
such expenditure, supported by a statement of accounts for 
the amounts claimed. 

The following maxims arc recommended for reimburse- 
ment of medical expenses of officers in different salary 
ranges - 


Basic Pay Range 
per annum 

Officer drawing 
Rs. 700-1200 p.m. 

Officers drawing 
Rs. 1201-2000 p.m. 

Officer drawing 

Rs. 2001 and above p.m. 


Reimbursement Limit 

Not exceeding Rs. 300/- 
Not exceeding Rs 400/- 
Not exceeding Rs. 500/- 


Accumulation beyond one year should not be allowed. 
However, 'on account’ payment may be made at the end of 
the half year, limited to half the total entitlement for the 
year. 

Hospitalisation charges should be reimbursed on the 
strength of bills, vouchers lo the extent of 75% in the case of 
the officer and 50% in the case of his family members in 
respect or all cases which require hospitalisation. Detailed 
recommendations have been made about the nature of the 
facilities permissible and the charges reimbursable. 

36. Free House: The practice of providing free houses to 
officers should be discontinued. A11 officers accommodated 
in houses provided by the bank should be required to pay 
10% of the basic pay or the standard rent, whichever is less. 

Whenever residential accommodation is provided by the 
banks, electricity, water, gas and other conservancy charges 
should invariably be paid by the officers concerned and not 
by the bank. 

37. Free furniture and furnishings: Banks may provide fur- 
niture to officers on a moderate scale excluding luxury items 
such as airconditioncrs, refrigerators, etc. But the officers 
should be required to pay reasonable hire charges for the 
furniture provided. 

The practice of providing furnishings to the officers should 
be discontinued. 

38. Free servants: No free servants should be provided and 
no servant allowance should be given. 

39. Free car and driven The present system of the bank 
providing a free car to the senior officers is not favoured. All 
bank officers provided with cars should be required to pay 
for the use of the bank’s cars for private purposes either on a 
mileage rate or on a monthly rate to be fixed by the banks 
concerned. Bank cars so provided should be available for all 
official purposes to the bank and can be put to private use 


IN INDIA, 1973 


231 



only when they are not required for official purposes. These 
cars should be maintained by the bank but in respect of 
drivers the bank may either appoint drivers or pay a monthly 
amount to the officer in charge of the car for engaging a 
driver. 

40. Loans; The practice of granting the following loans at 
concessional rates of interest maybe discontinued. 

(1) Loans for fioods/droughts. 

(2) Loans for purchase of consumer goods. 

(3) Wintcr/warm clothing loans. 

(4) Loans for children’s education. 

(5) Loans for children’s or own marriages. 

(6) Festival loans. 

(7) Loans for registration of telephones under O.Y.T. 
Scheme. 

(8) Loans for booking cars or scooters. 

The only loans to be granted at concessional rates should 
be loans for the purchase of conveyance, and housing loans. 

41. Conveyance loans: The following guidelines may be 
adopted for the sanction of such loans to officers in the 
nationalised banks. 

Loanj for purchase of car Loins for purchase of 

aeooter/motortyde 

Eligibility: Officers drawing All confirmed officers may be eligible 

basic pay of R*. 1200 and 
above may be eligible. 

Nil. Loans will be admirable for car or scooter. 


Mixiraum 

amount 

payable 

60% of the cost of 
the car subject to 

a maximum of 

Rs. 20.000. 

90% of the coat 
vehicle aubject to a 
maximum of Rs. 4000 

ot the 

Number of 

Instalments 

Should be repay- 
able wiih interest 

In 60 months. 

Should be repayable with 
interest In 60 months. 


Rale of 

Interest 

1% leu than the 

bank rate at tbc 
time of sanctioning 
the loan 

1% less than the bank rate 
at the time of sanctioning 

the kern. 


Housing loans: 




The following standardised guidelines may be adopted by 
the nationalised banks for the grant of these loans; 

Eligibility 

All confirmed officers with 5 years' continuous service in 
the bank may be eligible provided they arc not in receipt of 
any house loans from any other institutional agency. 

Maximum amount admissible 

It Should be calculated at the rate of 50 months’ basic pay 
or 805e of the actual cost, whichever is less, subject to a maxi- 
mum of Rs. 80,000. 


Period of repayment 

Twenty years. 

Rate of interest 

Bank rate prevalent at the time of sanction of loan sub- 
ject to a minimum of 5% per annum. 

43. Preferential interest rates on deposits: Bank officers 
maybe allowed 1% additional rate of interest over the ruling 
rate in respect of all fixed deposits. This facility should be 
confined to the deposits of the officer made individually or 
jointly with his wife, and not extended to his relatives. The 
practice now obtaining in one bank of paying interest on cur- 
rent accounts of officers as well as deposits for 14 days or less 
may be discontinued. 

44. Subsidised meals: It would be desirable to provide 
common canteen facilities to officers rather than to give them 
subsidised meals. 

45. Incentive payments: All incentive schemes may be left 
to the discretion of the managements of the banks. Group 
incentive scheme may be preferred to the practice of offering 
incentives for individual effort. 

46. Entertainment Expenses: This is a matter which can 
best be regulated by the management. However, where en- 
tertainment expenditure at the branch level is deemed neces- 
sary, it would be of the order of Rs. 50 per mensem reimbur- 
sable on the strength of the officer’s certificate. But expendi- 
ture above Rs. 50 up to the sanctioned levels should be reim- 
bursed only on the basis of vouchers. 

47. Club Membership Fees: This is left to the discretion 
of the managements. 

48. Telephones: There is need for economy in the use or 
telephones. Suggestions have been made for imposing 
restraints on the unlimited use of telephones at the expense 
of the bank. 

49. Taxes: Wc do not envisage the bank paying the tax 
liabilities of its officers. The practice of reimbursing taxes 
paid may be discontinued wherever it exists. 

50. Insurance: Providing group insurance cover for death 
or injuries occurring while on duly could be considered. 

51. Transferability: The following principles regarding 
inter-bank transferability of officers arc recommended: 

(i) Transferability between banks at the senior manage- 
ment level as defined by us (pay scale Rs. 2000 to Rs. 3000) 
should be deemed to be impracticable in the present context. 

(ii) However, a system of deputations of these senior of- 
ficers for limited periods, at the request of banks, to meet 
certain felt wants should be encouraged. 

(iii) Top executives (pay Rs. 3000 and above) may, for 
the present, be transferred from one bank to another to 
strengthen the staff structure in the weaker banks or to meet 
succession gaps, or to remove vested interests. 

(iv) In course of time, the endeavour should be to thrtr* 
open the top executive positions in all banks for selection cm 
the basis of merit under the auspices of the Banking Service 
Commission from a common pool of senior officers for ex- 
ecutives, as the case may be, drawn from all the banks. 

(v) As a preliminary to such overall inter-changeability 
and in the interest also of the efficient working of the banks, 
steps should be taken to modernise as well as standardise the 
procedures and practices in these banks. 
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52. Security of Service: There is need for standardisation of 
the procedures relating to disciplinary inquiries and the 
drawing up of a code of conduct for the officers. 

53. Working Hours: Our pay structure is based on the cur- 
rent practices regarding working hours which need not be 
disturbed. 

54. Leave entitlements: Detailed recommendations have 
been made regarding leave entitlements relating to privilege 
leave, sick leave, casual leave, extraordinary without pay, 
maternity leave, encashment of leave, terminal leave, addi- 
tional sick leave and special casual leave. 

55. Age of Superannuation: The age of superannuation of 
officers in the banks should be 60 years, with a provision for 
review at the age of 58 years to adjudge the fitness of the of- 
ficer for continuance in service. The above review may be in- 
itiated on the officer attaining the age of 57 years and com- 
pleted well before he reaches 58 years. 

56. Terminal benefits: A system of contributory provident 
fund and gratuity has been recommended. 


General Recommendations 

57. We are convinced that a rational approach should be 
adopted in the matter of wage policy. 

58. We have drawn attention to the need for strengthen- 
ing the manpower planning cells or departments in the banks 
in order to link manpower requirements and even estab- 
lishment costs with studies of productivity. 

59. A well organised research and development wing 
which not only organises research into the technical aspects 
of banking in relation to the bank’s business and customer 
service, but also links this to research on the structuring of 
personnel policies like induction, training and orientation of 
staff, would be an asset to the bank. 

60. A pool of the research findings could be utilised by a 
co-ordinating agency of public sector or banks in formulating 
its advice on common areas like planning and utilisation of 
surplus funds, personnel planning, etc. 

61. There should be a well worked out career plan for 
the officers of banks which provide not only for vertical 
progression, but also for horizontal mobility through job 
rotation at each stage of his career. 


INDIAN COUNCIL OF SOCIAL SCIENCE RESEARCH 
FIRST REVIEW COMMITTEE, 1973. 

Report on Social Sciences in India: Retrospective and Prospective 
New Delhi, The Indian Council of Social Science Research 
Review Committee, 1973. 2 Vols. 


Chairman: Dr. Malcolm S. Adiseshiah. 

Members: Dr. Kamala Chowdhry Prof. Nitish R. De; 

Dr.S.C Dube; Dr. D.T. Lakdwala; Dr. V.B. Singh. 
Member-Secretary: Dr. M. Abel. 

APPOINTMENT 

The Constitution of the Indian Council of Social Science 
Research (ICSSR) provides a periodic review of the 
Council's work. In accordance with this provision, the First 
Review Committee was appointed by the Council in January 
1973. 

TERMS OF REFERENCE 

(0 To review the current status of social science research 
and its future directions; and 

(ii) In the light of its findings, to evaluate the work of the 
ICSSR in the last four years and to indicate the lmes on 
which it should be developed during the Fifth Five Year Plan 
period. 

CONTENTS 

Preliminary; Present status of social sciences; Trends and 


gaps in research; Problems and prospects of research; ICSSR 
in retrospect; ICSSR in future; Conclusions and Recommen- 
dations. 

RECOMMENDATIONS 

Social sciences face certain discriminations as regards 
governmental concessions and facilities as compared to the 
natural and physical sciences. 

Some universities have not yet been granted the status of 
separate disciplines like sociology. 

In the interests of promoting multi and inter-disciplinary 
research, the weaker social sciences should be identified and 
helped to grow. 

There are regional imbalances in the development of the 
social sciences. 

Economics is one of the most developed disciplines using 
as it does new research methods & techniques. It faces 
major problems of adaptation of mathematical methods and 
the relationship of research to policy formulation. 

A considerable amount of research has been done in 
political science and research interests are shifting to modern 
methods of behaviourism & content and quantitative 
analyses. Its problems include macro studies in policy perfor- 
mance, the nature and scope of the subject and its relevance 
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to the Indian situation. 

Development in public administration & management 
research arc of recent origin. They arc behaviour oriented & 
multi-disciplinary or inter-disciplinary. In depth studies of 
public policy, concepts & theories relating to life problems & 
trend studies in management are needed. 

Research in anthropology, though recent, has grown fast 
& new areas in soda! anthropology research are taking 
shape. Methodology & disciplinary research gaps have been 
identified & priorities indicated by experts. 

Research in sociology has promoted conceptual & 
methodological growth but needs to reduce its reliance on 
western models. The less developed research areas are high- 
lighted. 

Research in psychology has made rapid strides but much 
remains to be done in methodology, experimental psychology 
and other unresearched areas. 

Geography research is undertaken in the universities and 
deptts of Govt, and covers an increasingly wider field. The 
areas needing special study are identified in paras 1142 to 
1150. 

Much of current research is irrelevant to social and na- 
tional problems suffers from lack of analytical rigour, is 
neglectful of micro-level problems, is dependent on western 
theories and designs and lacks in multi-disciplinary and 
inter-disciplinary concepts and tools. 

Factors regarding research include inadequate infrastruc- 
ture and dearth of properly qualified research personnel. The 
links between fundamental and applied research and the 
claims of social relevance, and the needs of discipline and the 
unity of teaching and research have not been fully realized. 
All this explains in part problems of the utilization of 
research. 

The lack of multi- and inter- disciplinary research is re- 
lated to the organisations of our universities and the lack of 
clarity of this concept involved. , 

A tentative definition of disciplinary, multi-disciplinary 
and inter-disciplinary research has not been offered. 

The problems of, utilization of research call for action by 
the social scientists individually and as a community, and by 
potential users in the Central and State Govts, public and 
private agencies and the other scientific groups. 

Social science research calls for the revision, upgrading 
and updating of graduate and post-graduate education in so- 
cial science. 

The ICSSR has functioned effectively in securing a status 
for the soejal sciences and for social scientists and its ad- 
ministration is clean and above board. 

The major role of ICSSR so far has been the responsive 
role. It should move towards more promotional activity. In 
particular, it must establish inter-disciplinary research 
priorities. 

Imbalances in the distribution of ICSSR’s resources in 
terms of regions and disciplines call for sodal attention. 

The procedures and criteria for project approval need to 
be reviewed in light of the current situation and of evidence 
provided by sodal sdentists. 

The defective university system of education calls for co- 
operation and joint action with the UGC and the promotion 
of institutions. Lacunae in the training' programme, in 
research methodology, the inadequate publication grants, the 
centralized nature of the Coundl’s operation, the lack of 


relations with other sdcntific agcndcs and the handicaps suf- 
fered by the younger sodal sdentists call for corrective ac- 
tion. 

To ensure the autonomy of the Coundl the articles and 
memorandum of the Assodation should be reviewed and 
amended in the light of the comments made on the Council's 
advisory role, the composition of the Coundl and the manner 
of the appointment models and procedures recommended 
concerning the posts of the chairman and secretary. 

The Coundl should establish international relations & 
sodal work as independent disdplincs, include social 
philosophy in its scope & use the criteria recommended for 
examining requests to extend its coverage both of subjects & 
of eligible research personnel. 

The Coundl should concentrate its promotional activities 
on significant and relevant research in co-operation with 
other sdentific coundls covering the. 12 inter-disdplinaiy 
fields recommended and other disdplinary problems listed. 
The Coundl should set up 12 programme committees for 
overseeing the inter-disciplinary research programmes and 
the committees for selected disdplinary priority areas. 

The Council should establish a national network of 
inter-disciplinary ICSSR centres in universities and 
strengthen and incorporate into the network the non- 
university research institutes. The criteria for the location 
and selection of centres, conditions of operation, finance and 
machinery for the programme are set forth in para 
V71, pp.132-4. 

The fellowship programmes should be sizeably increased, 
the financial entitlements improved and their geographical 
spread ensured. 

The publication grants should be increased in value, their 
administration lightened up and coverage extended. 

Methodology training programme should increasingly be 
made a part of post-MA. courses with the help of U.G.G 
The Council should increasingly concentrate on inter- 
disdplinary methodology. 

The Council should accept as a long term objective the 
principle of decentralization and the establishment during 
the 5th plan, and/or strengthening of six regional centres 
which will cany out the functions listed in para V lliv, p. 138 
on behalf of the Council. 

The Council should identify younger social scientists and 
extend concrete help for their development. 

The procedure for scrutiny and approval of projects 
should be streamlined, speeded and improved as recom- 
mended in para V13i, pp. 142-3. University procedures for 
the disbursal of research funds and the appointment of 
research staff should allow the lines set forth in para V13 vi, 
p. 134. 

Documentation centres and data banks should be ex- 
panded and made more effective in their functioning along 
the lines set forth in para V15 vi, pp. 146-8. 

To ensure the adequate and effective utilization of 
research, the Council should take the 12 steps recommended 
in para V16, pp. 149-50. 

The Government should place social scientists on an 
equal footing in the matter of income-tax, customs, travel tax, 
and foreign travel allowance vis-a-vis the physics and natural 
scientists. 

The Govt, should use the Council as its adviser on all 
matters concerning research requests by foreign social sricn- 
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lists and the participation of Indian social scientists in inter- 
national meetings. The latter procedures as well as those for 
the organisation of the international meetings by Indian 
universities and institutions should be simplified, publicized 
and made workable. 

The Council's secretariat should be expanded and 
strengthened so that it can help the Council discharge the 
new promotional and directive tasks proposed for it. 

The Council should establish formal co-operative rela- 
tions with the U.G.C., the Council of Scientific and Industrial 
Research, the Indian Council of Agricultural Research, the 
Indian Council of Medical Research, the Indian Council of 
Historical Research, the Research Programme Committee of 


Planning Commission and National Committee on Science 
and Technology. 

The Council should set up a National Academy of Social 
Sciences. 

In the light of recommendations made in the report and 
to carry them out in a phased manner a Fifth plan budget of 
Rs. 11.6 crores has been proposed for the Council and for the 
Sixth plan, a budget of Rs. 17.6 crores. This should be the 
first step towards the Govt, and the country resolving to set 
aside for the social science research, five per cent of the one 
per cent of the GNP outlay proposed for science and technol- 
ogy research. 


COMMITTEE ON INVENTORY MANAGEMENT ON RAILWAYS, 1973. 
Report (First), New Delhi Railway Board, 

Ministry of Railways, 1975. 83p.+iip. 


Chairman; Shri Mohd. Shaft Qureshi. 

Members: Shri K.S. Sundara Rajan; Shri H.M. Chat- 

terjee; Shri R. Rajgopalan; Shri M.V. Kamalh; Shri A. 
Chandmal (resigned). 

> 

Secretary : Shri R. Srinivasan. 

Since then some of the official members of the Com- 
mittee were transferred/retired and new members were ap- 
pointed in their places. The Committee presently is made up 
by the following members; 

Chairman; Shri Mohd. Shafi Qureshi. 

Members: Shri K.S. Bhandari; Shn. P.N. Kaul; Shri T.V. 

Joseph; Shri R. Rajagopalan; Shri M.V. Kamath; 
Shri H.M. Chatterjee. 

Secretary; Shri V. Raman. 

APPOINTMENT 

The Government of India, in the Ministry of Railways 
vide Resolution No. ERB-1/72/21/118 dated 19th January 
1973 set up a “Committee on Inventory Management on Rail- 
ways’ to review the working of the stores organizations on 
railways. 

TERMS of reference 

The initial terms of reference of the Committee were to 
review the policies and procedures on the Indian Railways 
for Inventory control and procurement of stores, including 


stores procured through D.G.S. & D. with the object of en- 
suring availability of materials and at the same time keeping 
inventories at the optimum level. 

Subsequently, some more items were added to the terms 
of reference of the Committee and the Ministry of Railways 
vide their Resolution No. ERB-1/72/21/118 dated 27th Sep- 
tember 1973, amended the terms or reference of the Com- 
mittee as follows; 

(a) To review the policy and procedures on the Indian 
Railways for inventory control and procurement of stores, 
including stores procured through the D.G.S & D. with the 
object of ensuring materials availability and at the same time 
keeping inventories at the optimum level; 

(b) To review the systems to check thefts and pilferages 
in the stores; 

(c) To examine the possibility of obtaining stores 
through agencies other than the D.G.S &.D.; 

(d) To have a thorough examination of the import of 
spare parts of the rolling stock; 

(c) To examine the feasibility of setting up of ancillary 
units by small scale entrepreneurs for manufacture of spare 
parts in and around the production units; and 

(0 To review the quality control of spare parts. 
CONTENTS 

Introductory; Railways Stores Organization 
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Problems— Brief Review of Current Working; Procurement 
of Stores; Payment of Suppliers’ Bill; Disposal 0 f Surplus 
stores and Scrap; Summary of main Recommendations; Ap- 
pendices 1 to XU. 

RECOMMENDATIONS 

Procurement of Stores 

The re-order level system of recoupment and provision-- 
ing should be continued for all the items other than those 
procured through D.G.S. & D., J.P.G, Railway Board and 
imported sources. The annual review system should continue 
to be adopted for stoies procured through D.G.S. & p ^ Ray. 
way Board, J.P.G and imported sources. 

A regular and periodical review of actual consumption, 
the forecast consumption, revision of limits, the quantities to 
be declared as surplus or excess, and the refusing of 
uWiVtrrnxr mjorfrtrtf sftomW fre ubire iry ameers- street against 
each of the categories of the items listed below; 

(a) For ’A’ categoiy items— Monthly review personally by 
(he Controller of Stores, irrespective of the method of 
recoupment viz. annual review or re-order level. 

(b) For ’B’ categoiy items— Half yearly review by Dy. 
Controller of Stores personally. 

(c) For 'C category items— Annual review at the level of 
the A.GO.S. 

The recoupment sheets and the annual estimate sheets 
will be examined in detail at the depot level, consumption 
level and the provisioning required will be final; ze d at the 
depot level in consultation with the associated finance for 
demands exceeding Rs. 10,000. The Depot Officer will make 
the provisioning for ’A’ and ’B’ category items ar\d A.GO.S 
and Senior Depot Supervisors for ’C categoiy items. Except 
for ’A’ category items, the provisioning made for ’A’ and ’B’ 
categories by the Depot officers shall be accepted by the pur- 
chase officers for purchase action. There shall be no addi- 
tional scrutiny of these items unless the purchase officers 
have information of new factors necessitating changes in the 
forecasting made at the Depot level. 

For only ’A’ categoiy items, the Controller of stores at 
the headquarters will examine the scrutiny and provisioning 
made at the depot level before initiating purchase action. 

Consequent on the implementation of the foregoing 
recommendations the provisioning time in the hindquarters 
office is fixed at a maximum of 39 days, and it shall be the 
responsibility of the Controller of Stores to ensure that this 
time is not exceeded. 

The Committee has also considered in relation to the 
procurement of stores financial limits of authority delegated 
to the various officers in the controller of stores organization. 
The Committee recommends; 

Having regard to the increases in prices, the advertised 


tenders shall be in respect of items of Rs. 50,000 and above 
and the purchase of items less than Rs. 50,000 shall be made 
through the issue of bulletin tenders only. 

In cases' of safety items, where sources of supply art 
limited because of the special nature of these items, limited 
tenders shall be issued regardless of the value, to sources 
who have the required capacities and are capable of supply- 
ing the items to the needed specification. 

The registration cell existing in the Railway should be 
re-organized into procurement and development cell, com- 
prising an officer each from the Engineering, purchase and 
finance branches. The cell so reorganized should be asked to 
take up work of indigenous ancillary development as also the 
maintenance of lists of approved suppliers item-wise for the 
use of the Tender Committee and the purchase officers. It 
shall be the responsibility of the cell to screen the vendor’s 
performance based on the information obtained from the 
computer ceff. 

The financial limits of authority for purchase of stores 
now existing for the various officers in the Controller of 
Stores office should be liberalised as under 

ACO.S Items upto Rs. 5,000 to Rs. 10,000 

D.C.O.S Items upto Rs. 25,000 

Dy. GO.S. Items upto Rs. 50,000 

Additional GO.S. Items upto Rs. 5 Lakhs 

GO.S. Items upto Rs. 30 lakhs. 

In the case of stationery items, the existing limit for 
emergency purchase should be revised to 3 months require- 
ments or Rs. 25,000 whichever is lower and Ministry of Rail- 
ways should take up the matter with Ministry of Supply. 

The Committee have also considered certain other mat- ' 
ters allied to and having a bearing on the procurement of 
stores, and recommend: 

The standard conditions of contract should be amended 
suitably to permit instalment/staggcred deliveries in the case 
of high value items and the clauses of the contract shall per- 
mit the Railways to amend the quantities in the purchase or- 
der on giving a clear 90 days notice to the supplier. 

In the case of production units, corporate planning 
covering material procurement should be tried. The Ministry 
of Railways should approve the production programme on a 
5 year advance basis for a full plan period, which will be sub- 
ject only to minor modifications. Based on this, a material 
consumption and procurement .programme which dovetails 
into the production programme should be developed. By so 
doing, material management would make for optimum inven- 
tory holding while making available the required items in 
time. A final recommendation will be made after the study 
now under contemplation has been completed. 
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purchases from public sector undertakings should be done by 
the Railways themselves instead of through D.G.S. & D. The 
Railway Ministry should seek cabinet approval for this 
change. 

Payment of Suppliers’ Bills 

The time taken by Southern and Northern Railways is 
much larger than what is justified. However, the Committee 
was informed that in the Western Railway bills are paid 
within 6 to 7 days The Committee, therefore, suggest that 
the other railways should study the Western Railways system 
as to how they are able to do the payment within 6 to 7 days 
and effect necessary improvements. 

For small value contracts (excluding time preference 
orders), say upto Rs. 10,000 the Depot Officer should be 
authorized to waive liquidated damages for delays upto 6 
months. In the case of high value orders the existing powers 
of Depot Officer to accept delayed supplies (except for time 
preference orders) upto 21 days should also continue. 

Disposal of Surplus Stores and Scrap 


regularly twice in a month on any 2 days which shall be fixed 
at the beginning of the year and applicable throughout the 
year. This would help in items being regularly and peri- 
odically considered for suitable recommendations for dis- 
posal. 

Action on disposal shall be initiated within one month 
from the date of approval by the competent authority and 
completed within a period of 3 months. 

In the case of imported stores, the survey committee 
should draw separate reports showing also how those items 
involving foreign exchange were procured. The survey com- 
mittee should examine such items carefully before recom- 
mending disposal. 

Procurement of stores for non-standard rolling stocks 
likely to be condemned in the next few yeais should be in- 
itiated only on a non-stock basis after taking into account the 
number and life of such stock in service. All deliveries due 
for components of such rolling stock should be pruned to suit 
the actual level of requirements for the remaining period in 
service of such rolling stock. 


The Committee recommends the following steps to be 
taken:- 

At the time of the periodical review for provisioning, the 
railways should throw up the surpluses and arrange for cir- 
culation of the lists of surplus items to the internal user 
departments as also to other railway systems giving them 
time of 60 days for indicating what they could use. 


Existing accumulation of scrap in the Railways is quite 
heavy and instructions should ensure reduction of holding to 
one month’s arisings only. 

Remaining F.P.S. parts in loco carriage and wagon com- 
ponents should be expeditiously replaced with metric stan- 
dards and the surpluses accruing, if any, should be disposed 
of expeditiously. 


On the expiry of the aforesaid period the disposable 
items (not required for use) should be put up to the survey 
committee for taking action in line with the existing rules for 
disposing these items. 

Instructions should be issued to the railways to follow 
from now on strictly the procedure given in stores code chap- 
ter XXII to anticipate/ identify the suiplus/ overstock for 
prompt disposal in toto, avoid unnecessary building up of the 
surplus stocks. 

The financial powers delegated to the officers for accept- 
ing the recommendations of the survey committee shall be 
revised as under; 

(a) Depot officer to arrange disposal without putting up 
before the survey committee Rs. 1,000 per item. 


An item once recommended and accepted for scrapping 
by the General Manager in terms of para 2223-S of the stores 
code should not be put up again for approval for disposal. 
Relevant code rules in para 2408-5 should be amended 
suitably to avoid duplication of action. 

Scrap lying with stock holdcrs/imprest holders should be 
identified early and transferred to the stores depot for ar- 
ranging disposal. To do so, the stock verification of the stores 
with the imprest holders and other stock holders should be 
done with care so that surplus/ unmoved stores could be 
identified. 

/ 

Departmental inspection of the user departments should 
also be lightened up so that stocks are inspected at least once 
in six months for identifying surplus/non-moving/scrap for 
suitable action. 


(b) Acceptancc of recommendations of survey committee 
uy Dy. Controller of Stores Rs. 10,000 per item. 

(c) Acceptance of recommendations of the survey com- 
mittee by Controller of Stores Rs. 25,000 per item. 


The stores officer originating items for consideration of 
the survey committee shall be the convenor as also member 
°* the survey committee. 


The survey committee should meet in the stores depot 
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Surplus stocks lying with the permanent way department 
should be reported to the stores organization with a view to 
liquidate them early as per the existing instructions for dis- 
posal. 

No item which has been disposed of as surplus, should 
be allowed to be purchased within a period of one year from 
the date of disposal If the necessity arises in any rare cases 
to purchase such an item, specific approval of the Head of 
the Department concerned and Controller of Stores should 
be obtained after bringing to their notice this fact. 
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APPOINTMENT 

Cooperative land development banks have been playing 
an important role in the provision of long term credit to cul- 
tivators for investment in agriculture. Their operations 
received substantial encouragement after the establishment 
of the Agricultural Refinance Corporation(ARC) in july 
1963. During the Fourth five year plan (1969-70 to 1973-4) 
these banks provided loans aggregating Rs. 775 crores as 
compared with Rs. 170 crores during the Third plan (1961-62 
to 1965-66). The Fifth five year plan(1974-75 to 1978-79) 
provides for nearly 100 per cent increase in the loaning 
operations of land development banks and has envisaged an 
important role for the banks in each state, in meeting the 
long term credit needs of cultivators. The target for .long 
term credit expected to be provided by the cooperative land 
development banks in the Fifth plan is Rs.1500 crores. In 
several states, land developments banks have either par- 
ticipated or are participating in the financing of cultivators 
under the agricultural credit projects sanctioned by the Inter- 
national Development Association, an affiliate of the World 
Bank. In other states also they will be required to play a 
similar role in financing the projects which are under nego- 
tiation. It is against this background that it was considered 
necessary that a thorough examination of the various aspects 
relating to the working of land development banks might be 
undertaken in order to identify the specific problems or areas 
where there was need for improvement and the measures re- 
quired to be taken for the purpose. The Governor, Reserve 
Bank of India, therefore, constituted a Committee on 
Cooperative Land Development Banks in March 1973. 

TERMS OF REFERENCE 

1. To examine the relative advantages and disadvantages 
of the unitary and the federal structures of cooperative land 
development banks and recommend with reference to condi- 
tions obtaining in each state/union territory the structure 
which is more suitable from the point of efficient administra- 
tion, effective supervision over the end use of credit and 
prompt recovery of the dues. 

2. To examine the position of the cooperative land 


development banks in Assam, West Bengal, Bihar, Orissa, 
Rajasthan, Jammu & Kashmir and such other less advanced 
states and suggest steps for strengthening them including 
financial and other assistance from the government and the 
Reserve Bank. 

3. To examine whether with particular reference to 
smaller states it will be advantageous to make the state co- 
operative banks undertake also the responsibility to provide 
long-term credit through a separate department and, if so, 
the conditions under which this arrangement could be 
brought about. 

4. To suggest standards of viability for primary land 
development banks/branches of the state land development 
banks having regard to the minimum staff necessary for tech- 
nical guidance, adequate supervision and efficient administra- 
tion, the necessity for maintaining adequate reserves 
(including the bad and doubtful debt reserve) and payment 
of a reasonable dividend. 

5. To examine the possibility of using primary agricul- 
tural credit societies as channels for the provision of long- 
term credit and in case this is considered feasible and 
desirable whether the societies should act as mere agents or 
receive funds directly from the state or primary land develop- 
ment banks. 

6. To examine the need for a closer nexus between the 
long and short-term co-operative credit institutions with a 
view to ensuring adequate production credit support to bor- 
rowers of on-farm investment credit from the long-term in- 
stitutions. 

7. To examine the existing procedure for ascertaining 
whether loans already granted by the land development 
banks have been utilized for the purposes for which they 
were obtained and to review the progress made by these 
banks in implementing the production oriented system of 
lending as advised from time to time by the Reserve Bank 
and suggest measures for improving the quality of the loans 
advanced. 

8. To study the problems of financing small farmers and 
recommend the ways in which the needs of such farmers may 
receive due priority so that they may reap the benefits of 
long-term investment credit. 

9. To examine the position of overdues in the land 
development banks and analyse the causes thereof and sug- 
gest measures, administrative and legislative, for preventing 
their recurrence. 

10. To consider the problems arising from the failure of 
crops and suggest measures for relief to the borrowers from 
the land development banks affected by such failure and for 
assistance to the banks themselves in meeting their commit- 
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ments to the sinking fund or towards interest on the deben- 
tures. 

11. To examine the adequacy or otherwise of the sources 
of funds for the business of the land development banks and 
suggest measures to augment the sources, if those indicated 
are not considered adequate. 

12. To review the scheme of rural debentures and fixed 
deposits and suggest the ways by which these could become 
an Important source of funds for the land development banks 
and a significant method of mobilizing rural savings. 

13. To suggest measures for tackling the problem of idle 
funds in the state and primary land development banks. 

14. To review the sinking fund investment policy of the 
land development banks and suggest ways to maximise the 
return on the investment 

15. To consider any other problems which are relevant to 
the above terms of reference and make recommendations. 

Under item (15) we considered it necessary to include a 
few more aspects of the working of the banks, viz. the policy 
regarding appointment of management personnel and ar- 
rangements for co-ordination between the land development 
banks and other institutions. 

CONTENTS 

Introduction; Land Development Banks: A Retrospect; 
Structure for Land Development Banking; Arrangement for 
Provision of Long-term Agricultural Credit in smaller States; 
Land Development Banks in cooperatively less advanced 
states; Viability of primary banks; Routing of loans through 
primaty credit societies and Nexus between short-term and 
long-term structures; Resources for Land Development 
Banks, Mobilization of Rural savings; Production-oriented 
lending system and Follow-up Measures; Overdues in Land 
Development Banks; Problems of Management and Coor- 
dination; Legislation; Conclusions; Summary of Conclusions 
and Recommendations; Statements and Annexures. 

SUMMARY OF CONCLUSIONS AND 
RECOMMENDATIONS 

Chapter3: Structure of Land Development Banking 

L Both the federal and the unitary structures of land 
development banking have their own advantages and disad- 
vantages. No change in the existing structure is called for in 9 
slates, viz., Andhra Pradesh, Haryana, Karnataka, Kerala, 
Punjab and Tamil Nadu which are following the federal sys- 
tem and Gujarat, Maharashtra and Uttar Pradesh which are 
following the unitary pattern. As regards other states, please 
see recommendations Nos. 7, 11 and 13. 

2. The suggestions for strengthening the existing struc- 
tures which are applicable to both the federal and unitary' 
structures are: (a)sctting up of rcgional/divisional offices of 
the central land development bank with technical and other 
staff to provide necessary support to its branches/ primary 
banks in the matter of scheme formulation and implementa- 
tion, and ensuring effect he control on the staff at the field 
level; (b) introduction of suitable training programmes for 
the staff in primary banks/b ranches and (c) satisfactory ar- 
rangements for securing coordination between primary 
banks/branches on the one hand and other institutions and 


departments of me state government on the other. 

3. In the case of the federal structure, it is important to 
ensure that (a)the central land development bank has control 
over the secretaries and other key personnel of primary 
banks such as land valuation officer; (b) the staff of the 
primary banks do not take a partisan view of their work by 
colluding with the local non-officials; and (c) there are 
avenues for promotion for the staff. 

4. The specific suggestions made in regard to the' unitary 
structure are: (a) constitution of branch committees having 
representatives from various tahsils/blocks and of different 
categories of cultivators, especially small and marginal 
farmers, including those belonging to the Scheduled Castes 
and Tribes, in order to enlist the support of local non- 
officials in scheme formulation and implementation, mobi- 
lizing resources and recovery of loans; (b) provision of com- 
petent and trained staff in the branches and (c) introduction 
of suitable schemes for giving incentives to the staff of the 
branches who do well in regard to recovery of loans or mobi- 
lization of resources. 

5. Apart from introducing the scheme of common cadres, 
the central land development banks in a federal structure 
should enlist the support of the non-offidal directors of 
primary banks in the formulation and implementation of 
schemes and also in recovery work. Such involvement has 
been generally Jacking so far, the schemes being treated 
largely as departmental schemes although they arc supposed 
to have emanated from the banks themselves. 

Chapter 4: Arrangements For Provision Of Long-term 
Agricultural Credit in Smaller States 

6. Taking into account the agro-cconomic conditions in 
various smaller states and union territories, viz., Andaman & 
Nicobar Islands; Arunachal Pradesh; Delhi; Goa, Daman & 
Diu; Manipur; Meghalaya; Mizoram; Nagaland and Pon- 
dicherry, it will be wasteful to have a separate co-operative 
land development banking structure for giving long-term 
loans to cultivators for agriculture in these states/union ter- 
ritories. 

7. In the case of Pondicherry where a central co- 
operative land development bank is already functioning it is 
observed that the loaning business of the bank has been 
showing a declining trend and, during 1972-73, it hod come 
down to Rs. 11 lakhs The overdues of the bank are on the 
increase and as on 30 June 1973 they formed 46 per cent of 
the demand for 1972-73. The bank’s membership was less 
than 3000 (individuals) as on 30 June 1973. In view of all 
these factors, there is no need for a separate land develop- 
ment banking structure in Pondicherry and necessary steps 
may be taken by the state government to merge the central 
land development bank with the state co-operative bank in 
order to have a unified co-operative credit structure which 
will be in n position to function more effectively. 

8. The slate co-operative banks in Delhi; Goa, Daman & 
Diu and Nagaland where they are already providing long- 
term loans should be encouraged to undertake financing of 
the long-term credit needs of cultivators based on viable 
schemes of agricultural development. The concerned state 
governments should provide them with the necessary 
support— financial and administrative in this direction. The 
Delhi State Co-operative Bank is having certain serious 
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weaknesses such as vulnerable financial position and heavy 
overdues. The government should take suitable steps to im- 
prove the financial position and working of the bank and fol- 
low the detailed advice given by the Reserve Bank of India in 
the matter. 

9. In Andaman & Nicobar Islands, Meghalaya and 
Manipur, the state co-operative banks which do not at 
present provide any long-term agricultural loans may be en- 
couraged by the governments concerned to undertake financ- 
ing of the long-term credit needs of cultivators, based on 
specific schemes for productive lending. As the provision of 
long-term loans by these banks gathers momentum, they 
should have separate land development banking section. 
Since the working of the Manipur State Co-operative Bank in 
particular is not satisfactory due to heavy overdues and ero- 
sion in the value of assets, the state government has to take 
necessary steps to strengthen its financial position and im- 
prove its operational efficiency on the lines indicated by the 
Reserve Bank of India. 

10. In Arunachal Pradesh and Mizoram the governments 
may consider the desirability of establishing state co- 
operative banks. In due course, when agricultural develop- 
ment gains momentum, suitable steps may be taken to enable 
these banks to undertake provision of long-term loans for 
agriculture. 

11. In the case of the smaller states and union territories, 
viz., Delhi; Goa, Daman & Diu; Nagaland; Andaman & 
Nicobar Islands; Meghalaya; Manipur; Arunachal .Pradesh 
and Mizoram where either the existing state co-operative 
banks are to be entrusted with the provision of long-term 
credit for agriculture or new state co-operative banks, when 
set up, should undertake the provision of long-term credit 
also, it will have to be ensured that there is necessary legal 
framework as well as other prerequisites as indicated below 
for facilitating the working of these arrangements on satisfac- 
tory lines: 

(1) Legal Framework 

(2) co-operative Societies Act. 

The co-operative societies act should provide for. (i) 
issue of long-term loans by the state co-operative bank for 
agricultural development (ii) the period of such loans; (iii) 
issue of debentures by the bank on government guarantee for 
repayment of the principal and payment of interest thereon; 
(iv) appointment of the Registrar of co-operative societies as 
the trustee for debentures to be issued and his powers; (v) 
simplified procedure for public enquiry for verification of the 
title to the land; (vi) assistance to be given by the revenue 
authorities for issue of non-encumbrance certificates etc.; 
(vii) specific powers to the bank for proceeding against 
defaulting cultivators for recovery of loans; (viii) right of the 
bank for acquiring ownership of land in satisfaction of its 
dues;(ix) sale of land by the bank; (x) procedure for 
mortgage of land for the bank’s loans and non-applicability 
of certain provisions of the Transfer of Property Act, 1882 
such as the disposal of property by the bank without inter- 
vention of the courts and acquisition of the land by the bank 
in satisfaction of its dues; (xi) precedence of recovery of 
bank’s dues over all other loans (except the dues to the 
governments) and (xii) power of the bank for recovery of its 
dues from the crop in the case of tenant cultivators and of 
cropsharers before all other claims. 


(i) By-laws 

The by-laws of the state co-operative bank should- have 
specific provisions for: (i) giving long-term loans for periods 
up to 25 years for investment in agriculture or allied ac- 
tivities; (ii) security to be obtained for these loans; (iii) rais- 
ing of resources by floating debentures or by way of loans; 
(jv) creation of sinking fund for amortization of debentures; 
(v)powcts to the Board or committees for sanction of long- 
term loans and (vi) having a trust deed stipulating conditions 
for issue of debentures. 

(ii) Exemption from the Requirements of the Banking 
Regulation Act and the Reserve Bank of India Act 

In the case of a scheduled state cooperative bank, section 
24 of the Banking Regulation Act,1949 (as applicable to 
cooperative societies) and section 42(1) of the Reserve Bank 
of India Act, 1934 provide for maintenance of liquid assets 
and cash reserves according to specified norms in respect of 
its outside liabilities. 

Similarly, in the case of a non-scheduled state coopera- 
tive bank, sections 24 and 18 of the Banking Regulation Act 
are applicable in this regard requiring maintenance of liquid 
assets and cash reserves in respect of all outside liabilities 
which will include debenture liability also. In the case of the 
Delhi State Cooperative Bank, the Government of India, on 
the recommendation of the Reserve Bank, have exempted 
the bank in terms of Notification No. F8/3/74AC dated 27 
April 1974 from the requirement regarding maintenance of 
liquid cover and cash reserve on account of debenture 
liability for a period of 5 years from the date of publication 
of the notification in the official gazette, as the bank is al- 
ready maintaining a sinking fund for the amortization of 
debentures. The banks in other states which take up long- 
term finance should, therefore, seek exemption from the 
statutory requirements referred to above in respect of deben- 
ture liability if they maintain sinking fund for the redemption 
of debentures. They have to approach the Registrar of 
cooperative societies in this matter so that the Registrar in 
turn can move the Reserve. Bank for initiating suitable action 
to get such exemption from the Government of India. 

(iii) Interim Accommodation 

There should be arrangements either with the state 
government or with the State Bank of India or other banks to 
provide interim accommodation to the state cooperative 
bank for enabling it to issue loans for Collecting mortgages 
against which it can float debentures. 

(iv) Policy and procedure for sanction of loans 

The Board of the state cooperative bank should frame 
for the use of the land development banking section detailed 
policies and procedures for sanction of loans taking into ac- 
count the instructions on the subject issued by the Reserve 
Bank of India, the Agricultural Refinance Corporation and 
the Cooperative Department. Care will have to be exercised 
while preparing the various forms and accounting procedures 
to ensure that these provide for proper methods for appraisal 
of loan proposals. At the same time, the procedures should 
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be simple enough to ensure that the entire process from 
receipt to sanction of loan applications is quick. 

(v) Close Link between Bank and State Government 

There should be close link between the state co- 
operative bank and the various government departments 
dealing with agriculture and horticulture, animal husbandry, 
fisheries, cooperation and finance and bodies such as the 
state electricity board and the state ground water 
directorate/board. In order to ensure coordination, a senior 
officer of the government should act as the convener of the 
state level committee to be constituted for ensuring flow of 
institutional finance for agricultural development in the 
statc/union territory. 

(vi) Personnel 

The land development banking section of the state 
cooperative bank should have adequate organizational ar- 
rangements for various items of work such as preparation of 
schemes, canvassing of loan applications, economic and tech- 
nical appraisal of loan proposals, supervision over utilization 
of loans, recovery of loans and maintenance of accounts. One 
of the senior officers of the bank having general training in 
land development banking and especially in project formula- 
tion and appraisal methods should be in charge of the land 
development banking section. He will work under the overall 
control of the managing director or general manager/ 
secretary of the bank. 

(vii) Slate Aid 

Apart from the assistance to be provided by the state 
government on the lines referred to earlier, its aid will also 
be necessary in respect of the following: 

(a) Long-term loan of Rs. 5.00 lakhs to Rs. 10.00 lakhs to 
the state cooperative bank to enable it to commence long- 
term lending. 

(b) Continuing guarantee for the debentures to be 
floated by the bank for raising resources. 

(c) Guarantee for interim accommodation required by 
the bank and other guarantees, if any, required to facilitate 
grant of loans to small fanners. 

(d) Subsidy towards cost of the additional staff main- 
tained by the bank for undertaking provision of long-term 
finance to cultivators till it develops adequate business to 
earn enough for maintenance of the additional staff. 

(e) Assistance from the revenue authonties to the bank’s 
staff in obtaining non-encumbrance certificate, verification of 
the title to lands and for registration of mortgage of lands 
and also in effecting recoveries by coercive means. 

Chapter & Land Development Banks In Cooperatively Ad- 
vanced Stales 

There is large scope for agricultural development in As- 
sam, Bihar, Himachal Pradesh, Jammu & Kashmir, Madhya 
Pradesh, Orissa, Rajasthan, Tripura and West Bengal for 
which long-term institutional finance is required. But the 
working of the land development banks in all these 9 states 
except Bihar and Madhya Pradesh, relatively speaking, is very 
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poor both in regard to their financial position and opera- 
tional efficiency. Thus, there is yawning gap between the per- 
formance of land development banks in these states and what 
is expected of them. Creation of a new type of credit struc- 
ture will not result in any appreciable improvement over the 
present position. Commercial banks too arc not in a position 
to get over the various constraints which are affecting the 
operations of land development banks in these states. 
Moreover, the approach of commercial banks in providing 
long-term credit may tend to be selective as they cannot 
reach thousands of small and marginal farmers without a 
widespread network of branches in the rural areas. Thus, 
commercial banks will not be able to replace the land 
development banks for a long time to come. The land 
development banking structure in these 9 states will have, 
therefore, to be made strong to enable it to undertake the 
onerous responsibilities cast upon it under the Fifth plan. 

13. Out of the 9 cooperatively less developed states, viz., 
Assam, Bihar, Himachal Pradesh, Jammu & Kashmir, 
Madhya Pradesh, Orissa, Rajasthan, Tripura and West Ben- 
gal, 4 states, viz., Assam, Himachal Pradesh, Jammu & Kash- 
mir and Tripura are relatively small. Further, the working of 
the land development banks in these states is far from satis- 
factory inasmuch as their financial position has been crippled 
considerably by heavy overdues. In the case of West Bengal 
also, the position of the land development banks is, by and 
large, not satisfactory and they have ceased to give any effec- 
tive support to the programmes of agricultural development 
in the state. The loans outstanding of the land development 
banks in these states is very small at a little over Rs. 5 crorcs 
or below. After considering all these aspects, it is found that 
there are distinct advantages in an integration of the short- 
term and long-term cooperative credit structures being 
brought about in 5 states out of the 9 states, viz., Assam, 
Himachal Pradesh, Jammu & Kashmir, Tnpura and West 
Bengal. Without such a merger, the two separate structures 
in these 5 states do not hold any prospect of becoming strong 
and effective. The state governments m these 5 states should 
set up committees consisting of representatives of banks, 
government, the Reserve Bank of India and the Government 
of India to work out the details of the merger. The initiative 
in the matter should be taken by the Reserve Bank of India 
in view of its crucial role in rural credit. 

Irrespective of the question of merger, i.e., whether there 
is an integrated structure for both short-term and long-term 
credit or two separate structures, the internal weaknesses of 
the land development banking structure in all the 9 coopera- 
tively less developed states will have to be removed Other- 
wise, even if integration takes place it will be integration of a 
weak structure with possibly and equally weak short term 
cooperative credit structure. This is most undesirable and will 
in fact wreck the successful functioning of the integrated in- 
stitution. It is, therefore, of utmost importance that without 
waiting for any further time, state governments and the 
banks should address themselves to the task of removing the 
weaknesses of the long-term cooperative credit structure in 
all the 9 cooperatively less developed states. 

15. The major deficiencies in the working of land 
development banks in the 9 cooperatively less developed 
states are a weak capital base, heavy overdues, poor manage- 
ment of funds and inadequate staff for appraisal of loan 
proposals and supervision. Schemes for removal of these 
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weaknesses will have to provide for financial assistance by the 
government to the banks for strengthening the capital base 
and for maintenance of adequate staff— technical and 
othersApart from financial aid, the state governments should 
help the banks to recover the overdue loans and also remove 
legal and other constraints in order to facilitate their work- 
ing. The banks themselves have to take various steps to tone 
up their working. 

16. The land development banking structure in the 9 
cooperatively less developed states in respect of which the 
position has been examined by the Committee, has a number 
of weaknesses such as heavy overdues, weak capital base to 
absorb overdues and defective loaning policies and proce- 
dures. As a result of heavy overdues, the capacity of these 
banks to provide long-term loans has been severely affected. 
It is necessary that the overdues in the land development 
banks of the cooperatively less developed states should be 
brought down sharply within a short period of time. There is 
also an urgent need for improving the operational efficiency 
of the land development banks by equipping them with com- 
petent staff. It is against this background that the following 
two schemes for financial assistance to the land development 
banks in the weaker states have been recommended: 

(a) Scheme for share capital contribution in central and 
primary land development banks. 

(b) Scheme for giving subsidies to central land develop- 
ment banks for improving their management cadres. 

17. Since the programme for reduction of overdues in the 
normal course takes time, some method has to be found to 
help the banks in the less developed states. The Government 
of India and the state governments may formulate a scheme 
under the Fifth plan for injection of share capital in the 
primary banks and the central land development banks so 
that their overdues arc brought down on a national basis to a 
level of 15 per cent. Taking into account the level of overdues 
at the primary level in these 9 states under review and the 
fact that in Madhya Pradesh the state government has al- 
ready provided from its resources share capital in the 
primary banks it may be necessary to have such a scheme 
only in 5 states, viz., Assam, Himachal Pradesh, Orissa, 
Rajasthan and West Bengal. The assistance may be provided 
(a) wherever a satisfactory programme is prepared for the 
recovery of overdue loans in each bank and (b) there are 
prospects of the institution becoming viable within a 
reasonable time by stepping up its loaning operations. The 
details of the scheme may be worked out by the Government 
of India and the state governments concerned in consultation 
with the Reserve Bank of India and the National Cooperative 
Land Development Banks Federation. 

18. Each central land development bank should have a 
planning division and a technical division for enabling it to 
undertake, on a continuing basis, formulation of suitable 
schemes of agricultural development and for identifying new 
items of investment. Moreover, there is an urgent need for 
having a cadre of management trainees so that in course of 
time these officers could take up senior positions in the bank 
including those of chief executive officers as also in equipping 
the bank with a second line of experienced officers. The put- 
ting into effect of these reforms will involve sizeable expendi- 
ture which the central land development banks in these states 
will not be in a position to bear. It is, therefore, recom- 
mended that the Government of India may help the state 
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governments to formulate a suitable scheme for giving finan- 
cial assistance to the central land development banks by way 
of subsidies for strengthening the position regarding manage- 
ment and other personnel as under. 1 

(a) for implementing the scheme for management 
tjrainees in the central land development banks suggested by 
the Reserve Bank or India and the Agricultural Refinance 
Corporation and 

(b) for creating a planning division and a technical drvi- 
si6n in each central land development bank. 

The scheme may be extended immediately to at least 4 
states, namely, Assam, Orissa, Rajasthan and West Bengal. 
The details of this scheme may be worked out by the Govern- 
ment of India and the state governments concerned in con- 
sultation with the Reserve Bank of India and the National 
Cooperative Land Development Banks Federation. The 
provision of financial assistance in the manner suggested win 
considerably help in the process of reorganization and 
strengthening of the central land development banks in the 
weaker states. 

19. There is need for financial assistance to the central 
land development banks in some of the cooperatively less 
developed states to help them in retrieving their owned funds 
used for meeting deficits in contribution to the sinking fund 
arising out of a sharp rise in overdues over a period of years 
The concerned state governments should provide financial 
assistance by way of share capital contribution or long-term 
loans to the central land development banks in Assam, West 
Bengal and Himachal Pradesh to the extent of the contribu- 
tion made by these banks from their own resources to fill up 
their sinking funds. This would release their blocked funds 
and reduce their dependence on interim accommodation as 
also enable them to step up loaning operations. The exact 
financial commitments on this account may be worked out by 
the state governments in consultation with the Reserve Bank 
of India. 

20. The state governments in the 9 cooperatively less 
developed states may formulate suitable schemes for provid- 
ing financial assistance to the borrowers of the land develop- 
ment banks in case the investment proves infructuous, on the 
lines of the schemes introduced in Maharashtra, Karnataka 
and Gujarat in the case of failed wells. The scheme may be 
confined to investment in minor irrigation works, especially 
sinking of wells and tube wells. 

21. In some states, especially Assam, Bihar, Himachal 
Pradesh, Jammu & Kashmir and Orissa, the state govern- 
ments give taccavi loans to cultivators or provide long-term 
loans for development of horticulture and plantation crops. 
The terms and conditions of the loans provided under these 
schemes are relatively soft as compared with those attached 
to loans for similar purposes given by land development 
banks. Normally, the state governments should not provide 
long-term loans for agricultural development direct to cul- 
tivators. Even where it is considered necessary in exceptional 
cases for the government to give loans for agricultural 
development under taccavi, the terms and conditions for such 
loans should not be different from those attached to loans 
from land development banks for similar purpose, including 
matters relating to procedures for appraisal of loan 
proposals, period, rate of interest etc. 

22. The state governments’ assistance in a few other 
fields is necessary to the land development banks in the 9 
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cooperatively less developed states as under 

(1) subsidy for staff in primaiy banks. This subsidy may 
be provided for a period of 5 years instead of for 3 years as at 
present. 

(2) Making available the services of technical and other 
staff from the various departments of the state governments 
to help the central land development banks initially to build 
up planning and technical divisions. 

(3) Helping the central and primary land development 
banks in the formulation of suitable schemes of agricultural 
development and also in identifying new items of investment 
in agriculture by cultivators. 

(4) Actively associating the extension staff in the blocks 
with the working of banks, especially in matters such as can- 
vassing and preparation of loan applications, ensuring provi- 
sion of short-term loans to the borrowers of land develop- 
ment banks etc, 

(5) Actively helping banks in effecting recoveries. 

(6) Providing government guarantee on a continuing 
basis to enable central land development banks to float 
debentures. 

(7) Providing guarantee to the State Bank of India 
group, commercial banks and state co-operative banks for 
providing interim accommodation to central land develop- 
ment banks. 

(8) Providing guarantee for deficit in security to facilitate 
assistance being provided by land development banks to 
small and marginal farmers or members of Scheduled Castes 
and Tribes or cropsharers or tenant cultivators. 

23. The Reserve Bank of India may provide assistance to 
the land development banks in the co-operatively less 
developed states as under. 

(a) Relaxation in the condition regarding loans to state 
governments for share capital contribution in primary land 
development banks. The Reserve Bank may adopt a very 
liberal attitude for the purpose and sanction Joans to the 
state governments for share capital participation in respect of 
primary land development banks if their overdues are even 
up to 50 per cent of the demand under certain conditions, 
Le-, (i) where a scheme for reorganization or rehabilitation is 
prepared to the satisfaction of the Reserve Bank of India and 
00 Hie primary banks have reasonable prospects of becom- 
ing viable units in the opinion of the Reserve Bank of India. 

(b) The central land development banks in the eastern 
region states, namely, Assam, Bihar, Orissa, Tripura, West 
Bengal and also the central land development banks in 
Rajasthan, Himachal Pradesh and Jammu & Kashmir may be 
exempted by the Reserve Bank of India from the require- 
ment regarding floatation of rural debentures/collection of 
fixed deposits even at the reduced rate of 25 per cent of the 
ordinary debenture programmes of the banks 

(c) There is no justification for relaxing the discipline in- 
troduced by the Reserve Bank in regard to the regulation of 
advances to primary banks/branches having heavy overdues. 
The land development banks would do well to undertake 
rigorous campaigns for recovery of overdue loans or to re- 
schedule the repayment of loans where the default is due to 
natural calamities as part of a scheme as advised by the 
Reserve Bant 

(d) As regards permission to issue loans for repayment 
of old debts in excess of the ceiling of 10 per cent of the total 
loans, the Reserve Bank has already agreed that such loans 

IN INDIA, 1973 1 


can be given in certain cases, such as in backward areas and 
under special schemes or agricultural development, provided 
these loans are tied down to on-farm investment undertaken 
by cultivatois. Similarly, the Reserve Bank has agreed that 
central land development banks can suggest to the Bank new 
items of investment in agriculture on the basis of technical 
and other studies undertaken by them along with the con- 
cerned technical departments of the state governments. It is 
for the central land development banks to take the necessary 
initiative in the matter. 

24. The general suggestions made for improving the 
working of the land development banking structure in 9 co- 
operatively less developed states, namely, Assam, Bihar, 
Himachal Pradesh, Jammu & Kashmir, Madhya Pradesh, 
Orissa, Rajasthan, Tripura and West Bengal arc as follows: 

(a) The central land development banks should make a 
realistic estimate of their requirements of staff— technical and 
others— for various functions such as canvassing and ap- 
praisal of loan applications, supervision over utilization of 
loans and recovery of loans, and recruit the necessary staff 
early and give them suitable training in a phased manner. 
The need for qualified and trained staff is all the more ur- 
gent in the land development banks in the weaker states in 
view of the introduction of sophisticated procedures in 
respect of appraisal of loan proposals, valuation of security 
etc. It is also of utmost importance that there should be ade- 
quate staff for undertaking various foliow-up measures such 
as verification of utilization of loans and vigorous extension 
work to ensure that borrowers obtain the expected benefits 
by adopting the proposed cropping pattern. The banks 
should evolve suitable procedures in matters such as verifica- 
tion of the loan utilization by the field staff, spot checking of 
such verification by senior staff, disbursement of subsequent 
instalments after satisfactory reports regarding utilization of 
the earlier instalment and the timing of recovery drives with 
the marketing seasons. 

(b) The banks should rationalize their loan policies and 
procedures on the lines suggested by the Reserve Bank, the 
ultimate objective being to evolve procedures which will cut 
down delays in sanction of loans and ensure provision of ade- 
quate loans to cultivators for undertaking the proposed 
developments as also in the financing of all categories of cul- 
tivators especially small farmers. This will not only help the 
banks in increasing their coverage but also in expanding their 
loaning business. 

(c) The banks will have to make concerted efforts to im- 
prove the position regarding recovery of overdue loans. The 
causes for default in each case should be analysed and in 
cases where the default is due to natural calamities the repay- 
ment may be re-scheduled, if- necessary, as part of a scheme 
as advised by the Reserve Bank. In other cases, coercive steps 
should be initiated without delay and they should be followed 
up vigorously by the banks. The position regarding recoveries 
should be reviewed periodically by the boards of the banks 
and the performance of the staff in regard to recoveries in 
various regions should be constantly watched. Such periodical 
reviews will help the banks in taking suitable corrective steps 
promptly such as appointment of special staff belprc the 
situation gets out of control or in punishing the staff mem- 
bers who are slack in recovery efforts. 

(d) One of the deficiencies noticed in the working of the 
banks relates to maintenance of idle funds which results in 
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loss to them. It will be very necessary for the banks to intro- 
duce procedures on the lines suggested by the Reserve Bank 
of India in regard to flow of funds between the central land 
development banks and the primary banks and vice versa. 

(e) Regarding co-ordination between the central and 
primary land development banks and the various depart- 
ments of the state governments, especially those dealing with 
agriculture, horticulture, animal husbandry, fisheries and ir- 
rigation and bodies such as the state ground-water direc- 
torate and the state electricity board, the state governments 
should activise the state level and district level co-ordination 
committees in which the senior officers of the banks, govern- 
ment departments and bodies such as state ground water 
board and state electricity board should be represented. 

(f) Instead of depending mainly on the officers of the 
state cooperative department for the post of chief executive 
officer and managers of the branches or the primary banks, 
the banks should have their own chief executive officers and 
also other officers to develop a second line of management 
personnel. This should be clearly accepted by the central land 
development banks and appropriate action initiated in this 
direction without delay. The banks should take necessary ac- 
tion to recruit management trainees and take urgent steps to 
have suitable cadres for various categories of other officials, 
such as managers/sccretaries of branches or of primary land 
development banks and supervisors in primary banks/ 
branches. 

(g) The banks, in consultation with the state govern- 
ments, should fix their lending rates suitably in order to have 
adequate margins to enable them to maintain staff of the re- 
quired strength and quality. 

25. Apart from certain general measures required to be 
taken for reorganization of the land development banking 
structure in all the 9 co-operatively less developed states, 
specific recommendations relating to the banks in each of 
these states have been made as given in the ensuing 
paragraphs. Necessary action thereon should be taken both 
by the concerned state governments and the central land 
development banks. 

I As sam 

(a)LegisIation 

(1) The state government may amend the Assam Land 
and Revenue Rules Amendment Act,1947, So as to provide 
for unrestricted bidding in the sale of land under distraint 
and sale for recovery of co-operative dues. Pending this, the 
state government may stand guarantee for loans issued to 
cultivators in tribal belts. If, however, such measures are not 
preferred, the state government may contribute to a risk fund 
to be specifically created by the land development banks in 
respect of loans to tribals. 

(2) The (Temporary Settled Areas) Tenancy Act, 1971 
may be amended suitably so as to avoid a situation where the 
land development banks will be deprived of their claims over 
the lands offered as security by an owner cultivator indebted 
to the banks due to subsequent transfers of such lands to oc- 
cupancy tenants free from any encumbrances. 

(3) The provisions of the Assam Co-operative Land 
Mortgage Bank Act, 1960 may, by suitable amendments, be 
brought in line with the Rules framed thereunder so as to 
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enable the land development banks to take suitable measures 
for recovery of the overducs. In addition, incorporation of 
the provision in the Act on the lines of sections 118, 137 and 
138 of the Maharashtra Co-operative Societies Act may also 
be considered with a view to minimizing the time involved in 
tracing the title and providing long-term loans for investment 
in agriculture and for the sale of hypothecs as arrears of land 
revenue, in case of default. 

(4) The state government may expedite the work of land 
settlement Preparation of records of rights should be com- 
pleted at least within the period of the Fifth Plan. - 

(b) Loan Policy and Procedures 

(5) The central land development bank may create a 
separate section under the charge of a senior officer to keep 
a continuous watch over recovery performance. He should 
organize well-planned recovery drives and initiate steps for 
taking legal action against defaulters and follow up such ef- 
forts. 

(c) Management and Personnel Aspects 

(6) Frequent changes of incumbents to .the post of 
managing director of the central land development bank 
should be avoided. This post may be filled up by recruiting a 
suitable candidate from the open market and given orienta- 
tion training. 

(7) The central land development bank should have a 
special officer for keeping proper control over the supervisor. 

(8) The central land development bank should constitute 
a technical cell with an agricultural economist and a 
hydrogeologist to start with. 

(9) Provision should be made for including a representa- 
tive of the State Agriculture Department on the board of the 
Assam Central Cooperative Land Mortgage Bank. 

2.Bihar 

(a) LegisIation 

(1) The Santhal Parganas Tenancy Act, 1949 may be 
suitably amended on the lines of the amendments made in 
the Chotanagpur Tenancy Act, 1908 so that lands situated in 
the Santbal Parganas District could be transferred by simple 
mortgage in favour of land development banks and commer- 
cial banks. 

(b) Slructure 

(2) Fourteen branches of the bank are found to be non- 
viable. These branches are: Deoghar, Dumka, Sahebganj, 
Ranchi, Gumla, Chaibasa, Jamshedpur, Garhwa, Hazaribagh, 
Daudnagar, Pupri, Kharagpur, Giridih and Dhanbad. They 
are not able to make appreciable progress in loaning in their 
area of operations which are inhabited by tribals. The bank 
may, in future, 1 open new branches in tribal areas only when 
adequate loaning business is fairly assured. 

(c) Loan Policy and Procedure 

(3) The bank may grant long-term loans to the adivasis in 
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tribal areas in order to enable them to redeem their old 
debts from local moneylenders, within the overall ceiling of 
10 per cent permitted. Such loans should be granted only 
■where the genuineness of past debts is certified by competent 
authorities of the state government and restoration of land to 
indebted adivasis is effectively assured by such authorities. 
These loans should be as part of an integrated scheme for 
agricultural development in these areas. 

(4) Out of 87 branches, in as many as 59 branches, 
overdues were over 25 percent of demand as on 30 June 1973. 
Concerted efforts should be made to realize the overdue 
loans. 

(5) One of the causes for the rising trend in overdues is 
the successive crop failure over certain areas since 1966-67. 
The bank may consider providing the facility of re-scheduling 
of repayment of loans in the case of borrowing cultivators af- 
fected by natural calamities in such areas as part of a scheme 
in this behalf. 

(d) Management and Personnel Aspects 

(6) In terms of by-law No. 34 (1) of the bank’s by-laws, 
the managing director of the bank is required to be ap- 
pointed by the state government. The state government may 
appoint a banking expert, preferably an officer familiar with 
land development banking, as the managing director of the 
bank for a period of at least 5 years. 

(7) The technical cell in the head office needs 
strengthening. 

(8) Each branch may have a minimum complement of 
staff comprising a branch manager, land valuation officer, 
supervisor, accounts clerk, clerk-cum-typist and peon. 

(9) There should be one technical supervisor in a branch 
which has reached a level of loans outstanding of Rs. 60 
lakhs. There should be a technical supervisor for two or three 
smaller branches having loans outstanding of less than Rs. 60 
lakhs. 

(e) State Aid 

(10) The execution of distraint warrants obtained by the 
branches of the land development bank should be entrusted 
to the collection squad constituted by the Co-operation 
Department. 

(11) The state government may take early steps to 
strengthen the Ground-Water Investigation Organization 
(GWIO) so as to ensure that initially there are at least two 
divisions— one in North Bihar and another in South 
Bihar-under the charge of superintending engineers. 

(12) In 16 branches of the bank where the state govern- 
ment has been providing the services of a branch manager, a 
land valuation officer, a clerk and a peon, the bank should be 
encouraged to have its own staff. The amount of expenditure 
saved by the state government on such staff may be given to 
the bank byway of managerial subsidy. 

(13) The Co-operation Department may ensure that the 
audit of the bank (including all the branches) is completed 
within 6 months of the close of the co-operative year and the 
audit report is sent to the Reserve Bank of India well in time. 

(14) Managerial subsidy for non-viable branches 
functioning in tribal areas may be provided to the bank for a 
period of 10 years or till they attain viability whichever is ear- 
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lier instead of the present period of 3 years. 

3. Himachal Pradesh 

(a) Legislation 

(1) The State Government may notify the Himachal 
Pradesh Central Co-operative Land Mortgage Bank Ltd., and 
the Kangra Primary Cooperative Land Mortgage Bank Ltd., 
as a Trank’ by the issue of a notification as provided under 
section (2) (d)(ix) of the Himachal Pradesh Agricultural 
Credit Operations and Miscellaneous Provisions (Banks) 
Act, 1973, to facilitate flow of credit for agricultural produc- 
tion to the class or classes of agriculturists not having rights 
of alienation in land or any interest therein. In the alterna- 
tive, like provisions may be made in the Punjab Co-operative 
Land Mortgage Banks Act, 1957 as extended to Himachal 
Pradesh. 

(2) The state government may amend the Punjab Co- 
operative Land Mortgage Banks Act, 1957, as extended to 
Himachal Pradesh, in order to provide for distraint and sale 
of produce even when one instalment of loan is in arrears for 
more than 3 months. 

(3) The state government may adopt suitable amend- 
ments to the Punjab Co-operative Land Mortgage Banks Act, 
1957, as extended to Himachal Pradesh, to facilitate quick 
verification of the title to hypotheca and to remove delays in 
registration of mortgage deeds. 

(b) State Aid 

(4) The state government may treat the outstanding 
balance (Rs. 6.24 lakhs) of the loan of Rs. 12.00 lakhs granted 
to the bank against the security of unencumbered mortgages 
as a clean loan so that mortgages to an equal extent could be 
released to the Bank, against which it may float debentures. 
The state government may also consider whether it can 
postpone recovery of the loan for 3 years. 

(5) The Agriculture Department as well as the Horticul- 
ture Department may forthwith discontinue issue of taccavi 
loans for development of land and raising of orchards. The 
budgetary allocations for the purpose should be made avail- 
able to the central land mortgage bank on suitable terms and 
conditions to be settled in consultation with the bank. 
Similarly, the state government may pass on the Plan provi- 
sions for long-term taccavi loans to cultivators as long-term 
loans to the central land mortgage bank. 

(6) The services of the government staff may also be 
placed at the disposal of the land mortgage bank for expedit- 
ing the security of loan applications 

(c) Other Aspects 

(7) A scheme for replantation of tea gardens in Kangra 
District may be formulated for obtaining refinance facilities 
from ARC 

(8) The state government may carry out surveys for iden- 
tification of areas where land reclamation and levelling is 
feasible at economic rates and draw up special schemes for 
assistance from ARC 
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4. Madhya Pradesh 

(a) LegisIation 

(1) Under the Agrarian Reforms Act in the state, the 
ownership of all surplus lands arising from its implementa- 
tion vests in the state government and there is no provision 
for enabling a person who has been given such suiplus land 
to mortgage the land in favour of the land development bank 
for obtaining long-term loans. The Act may be suitably 
amended for the purpose. 

(b) Structure 

(5) The programme of rehabilitation which at present 
covers 5 primary banks, viz., Jhabua, Mandsaur, Rajgarh, Uj- 
jain and Vidisha on the basis of the level of their overdues 
may be extended to all those banks which are considered 
potentially viable, viz., Barwani, Bhind, Bilaspur, Dhar, 
Guna, Gwalior, Hoshangabad, Jabalpur, Morena, Nar- 
singhpur, Satna, Seoni, Shajapur, Shivpuri and Tikamgarh. 
The progress in the implementation of the programme may 
be reviewed on a quarterly basis by the central land develop- 
ment bank. 

(6) The central land development bank may consider the 
feasibility of providing loans for bunding for the storage of 
water for irrigation especially in Raipur and Durg Districts 
where there is a keen demand for such loans. A scheme for 
the purpose may be prepared in consultation with the 
Agriculture Department of the State government. 

(c) Management and Personnel Aspects 

(7) The practice of electing honoraiy secretaries in the 
primary banks may be discontinued by suitably amending the 
by-laws. 

(d) State Aid 

(8) In regard to the provision of long-term credit in 
tribal areas the state government may examine the possibility 
of channeling the credit provided under the tribal welfare 
schemes and other schemes through land development banks. 
In case a concessional rate on such loans is desired by the 
state government, they may provide suitable subsidies in 
respect of such loans representing the difference between the 
normal lending rate of the land development banks and the 
concessional lending rate. 

(9) Section 8 of the Madhya Pradesh Land Development 
Bank Act, 1966 provides that the state government may con- 
stitute a guarantee fund for meeting losses which might arise 
on account of loans advanced by the bank on the security of 
mortgages not being fully recovered under certain cir- 
cumstances. To this fund the central ard primary banks are 
required to contribute at the rate of 2 per cent and 1 per cent 
of their net profits every year. The central co-operative land 
development bank has so far made a provision of Rs. 1.28 
lakhs towards this fund, out of its net profits. The fund may 
be constituted early at the government level. 

(10) The state government may consider the question of 
giving assistance to the state land development bank in 
respect of the special staff recruited and to be recruited for 
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the technical cell of the bank under the IDA project. 

(c) Other Aspects 

(11) Cases for recovery under section 14 of the Madhya 
Pradesh Land Development Bank Act, 1966 may be prepared 
and issued by primary banks to the defaulters and the crops 
distrained well before the harvest. 

(12) Progress in recovery under section 14 of the Act 
ibid., should be closely reviewed by the central land develop- 
ment bank through its divisional offices. 

(13) As the co-operative extension officers at the block 
level will not be able to attend to recovery work under sec- 
tion 14 of the Act ibid., in addition to their normal duties, the 
state government may consider the question of empowering 
the valuers and the supervisors of the land development 
banks acting as distrainers in order to facilitate prompt ac- 
tion for effecting recoveries. 

S. Orissa 

(A) Legislation 

(1) The state government may take early steps for 
amending section 83-B of the Orissa Co-operative Societies 
Act suitably so as to dispense with the requirement regarding 
filing of an affidavit (obtained from the court of magistrate) 
by an intending borrower. 

(2) In order to protect the interest of the land develop- 
ment banks it is necessary that the loan amount obtained for 
development of land should be suitably apportioned and 
liability thereof passed on to a person to whom surplus land 
is allotted under the land reforms legislation, viz., the Orissa 
Land Reforms Act, 1973. For this purpose, the state govern- 
ment may incorporate suitable provisions in the aforesaid 
legislation. 

(3) In the case of unsurveyed and unsettled lands which 
are mostly in tribal areas, the state government may, with a 
view to ensuring adequate flow of credit to the tribal popula- 
tion, arrange for the issue of possession certificates by tehsil- 
dars and also agree to stand guarantee to the land develop- 
ment banks for repayment of loan instalments by the tribal 
members on due dates. The Orissa Co-operative Societies 
Act may be amended suitably to provide for grant of loans by 
primary banks on the strength of such possession certificates 
backed by the guarantee of the state government. 

(b) Structure 

(4) Out of 55 primary banks, 16 banks are considered as 
non-viable and 11 of these are already covered under the 
scheme of amalgamation prepared by the central co- 
operative land development bank. The scheme may be 
suitably revised to cover the remaining 5 banks, viz., 
Gunupur, Nowrangpur, Jharsuguda, Sonepur and Udala. The 
central land development bank and the state government 
may pursue vigorous action for completing the reorganiza- 
tion programme as early as possible. 

(c) Loan Policy and Procedures 

(5) Early steps may be taken by the central land develop- 
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ment back to introduce the system of valuation of lands and 
for calculation of repaying capacity on the lines suggested by 
the Reserve Bank. 

(d) Management and Personnel Aspects 

. (6) The existing staff of the central land development 
bank is quite inadequate to cope with its growing activities. 
The administrative, technical and legal departments need 
strengthening. 

(7) The cadre scheme of key personnel has been intro- 
duced in respect of post of secretaries and accountants in the 
primary bante. The scheme may also cover supervisors in the 
primary banks. 

(e) State Aid 

(8) Pending a detailed survey of sub-soil water resources, 

. the state government may arrange for ad hoc clearance being 

given by the ground-water directorate so that primary banks 
may advance loans to cultivators for digging of wells on the 
strength of such clearance. 

6. Rajasthan 

(a) Legislation 

(1) In terms of section 43 of the Rajasthan Tenancy Act, 
1955, a ghair-khatedar can now mortgage his holding with 
prior permission of the district collector or any other 
authorised revenue officer. The powers to permit ghair- 
khatedars to mortgage their lands may also be delegated to 
tchsildars in order to avoid the necessity on the part of cul- 
tivators to travel long distances which they are forced to do 
now at times for the purpose. 

(2) The government may suitably amend the relevant 
provision in the Rajasthan Colonization (General Colony) 
Conditions, 1955 to the effect that the restriction imposed in 
section 13 of the Rajasthan Colonization Act will not be ap- 
plicable to the khatedar or a tenant allottee who desires to 
mortgage his land in favour of co-operative institutions. 

(b) Structure 

(3) The Jaisalmer District, which does not have any 
primary land development bank at present, may be served by 
a branch of the primary bank in the neighbouring district. 

(c) Loan Policy and Procedures 

(4) Thc central land development bank should take early 
steps to rationalize its loan policy and procedures on the 
lines suggested by The Reserve Bank, especially in regard to 
appraisal of loan proposals, valuation of security and assess- 
ment of repaying capacity of the borrowers. It should also lay 
down scales of financing for various items of investment 
taking into account the agro-economic conditions and needs 
of different tracts, with the assistance of the Agriculture 
Department of the state government 

(5) A thorough investigation of the causes of rising 
overdues in each primary bank should be made by the central 
land development bank in consultation with the Co-operation 

IN INDIA. 1973 


Department and the bank should formulate a plan of action 
with a view to harnessing the efforts of the existing staff 
more effectively for recovery of overdue loans. Coercive 
steps should be initiated by the banks against defaulters 
without further delay. 

(6) In the case of defaults due to drought or other 
natural calamities the banks may provide relief to the bor- 
rowers by re-scheduling the loan instalments on the lines in- 
dicated by the Reserve Bank, if necessary, based on a proper 
scheme. 

(d) Management and Personnel Aspects 

(7) With the orientation of lending for developmental 
purposes, the need for proper staffing of the central land 
development bank and the primary banks has acquired con- 
siderable significance and urgency. The requirements in 
respect of technical and other staff should be worked out by 
the bank on a realistic basis and early steps taken to recruit 
and train the requisite staff. 

(e) State Aid 

(8) Pending detailed investigations regarding 
groundwater resources, the state government may arrange 
for issue of a general clearance for a specific area by the state 
groundwater directorate, to enable primary banks to give 
loans for minor irrigation works under the ordinary lending 
programme. 

(0 Other Aspects 

(9) In order to avoid loss on account of interest on idle 
funds, steps should be taken by the central land development 
bank to introduce procedures on the lines suggested by the 
Reserve Bank for remittance of funds between the central 
land development bank and the primary banks and vice versa. 

(10) The existing arrangements regarding co-ordination 
between the central land development bank and the various 
departments of the state government and other agencies such 
as the state electricity board have to be suitably improved, 
both in regard to ARC refinanced schemes and ordinary 
schemes. 

7. Tripura 

(a) Legislation 

(1) The central land development bank may amend 
suitably by-law No. 40 of its by-laws so as to specify all the 
different purposes for which loans can be granted by it. 

(2) The state government may issue clear instructions to 
all sub-registrars to issue non-encumbrancc certificates on 
request by the bank. The state government may also permit 
concessions in the payment of research fees. Further, the 
bank's staff may be allowed access to the land records for 
conducting the research regarding title to borrowers’ lands. 

(b) Loan Policy and Procedures 

(3) The bank may rationalize its loan policy and proce- 
dures on the lines suggested by the Reserve Bank. 
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(c) Management and Personnel Aspects 

(4) The bank should make immediate arrangements for 
appointing additional staff. The present manager is looking 
after the working of the bank on a part-time basis. The 
manager should be made a full-time officer of the bank. 

(5) An agricultural officer and a civil engineer may ini- 
tially constitute a technical cell to evaluate and draw up 
schemes for investment credit in agriculture. 

(d) State Aid 

(6) The state government may subsidize the entire cost 
of additional staff required by the bank for a period of 3 
years beginning from 1973-4 by which time, it is hoped, the 
bank may attain viability. 

8. West Bengal 

(a) Legislation 

(1) The state government may incorporate in the West 
Bengal Cooperative Societies Act, 1973 suitable provisions on 
the lines of section 120 of the Maharashtra Co-operative 
Societies Act, so as to recognize mortgages in favour of land 
development banks created against the security of tenants’ 
interest in land and for protecting them in the event of trans- 
fer of land by sale. 

(2) The state government may make suitable provisions 
in the West Bengal Land Reforms Act, 1955 (as amended 
upto 8 February 1971) with a view to facilitating the working 
of land development banks in the following important mat- 
ters: (a) payment of compensation of land acquired in excess 
of the ceiling fixed by the state government may be made to 
the land development banks, instead of directly to the raiyats 
and (b) the lessees do not acquire any alienable rights over 
the lands leased by land development banks in the case of 
lands acquired by them in satisfaction of their claims. 

(b) Structure 

(3) Instead of opening 17 more primary land develop- 
ment banks at the sub-divisional level during the Fifth Plan, 
as contemplated by the state government, the pattern of or- 
ganization at the primary level, for some time to come, 
should be extension of network of branches of the exist- 
ing primary land development banks having regard to con- 
siderations of viability and proximity to borrowers to 
facilitate expansion of loan business and better supervision 
and collection of dues. 

(c) Loan Policy and Procedures 

(4) The central land development bank may encourage 
joint loans to a group of small farmers for wells and other 
minor irrigation works. 

(d) Management and Personnel Aspects 

(5) The government nominees on the board of the 
central land development bank should be senior officers; e.g., 
(a) Agricultural Production Commissioner; (b) Secretary, 
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Co-operation Department; (c) Registrar of Co-operative 
Societies; (d) Director of Agriculture etc. 

(6) The by-laws of the central land development bank 
may be suitably amended so as to ensure that each branch 
committee consisting of about 5 directors elected by the 
members of the respective branches and 2 government 
nominees such as the Assistant Registrar of Co-operative 
Societies, Deputy Director of Agriculture and Project Officer 
in the case of SFDA/MFAL districts. 

(7) The chief executive officer of the central land 
development bank should be a senior officer with banking 
experience and should be equipped with adequate powers of 
control over the staff. He may be designated as the managing 
director and thus made an ex-officio member of the board. 

Chapter 6: Viability of Primary Banks 

26. The margin in the rate of interest, i.e., ISO per cent 
to 1.75 per cent at present retained by the primary land, 
development banks is on the low side, and this acts as a con- 
straint on the banks maintaining adequate and competent 
staff. In view of the fact that the application of modem tech- 
nology to agriculture has increased yields of certain crops 
and agriculture prices have continued to remain high, there is 
a case for increasing the margins. The primary banks should 
be allowed to retain such margin on the rate of interest as 
would enable them to employ adequate and competent staff. 

27. The norms for viability cannot be applied uniformly 
for all states. Further, the norms may undergo changes from 
time to time. This can happen due to the shrink age of loan- 
ing business for minor irrigation works which is at present 
one of the major items of financing by land development 
banks or lack of positive efforts by the banks to locate alter- 
native avenue of profitable investment. 

28. Subject to various limitations and assumptions each 
primary land development bank or a branch of the central 
land development bank, in order to function as a viable unit, 
should have minimum loan business of Rs. 35 lakhs. This 
norm should be followed strictly by the state governments 
and the central land development banks at least in regard to 
the organization of new branches of the central land develop- 
ment banks and new primary land development banks. As 
regards existing primary banks and branches of central land 
development banks which do not come up to these norms, 
the state governments and the central land development 
banks should have a plan of action for bringing these 
banks/branches at least upto this standard within a period of 
3 years. The period of 3 years is generally adequate for a 
primary bank or branch of central land development bank to 
attain viability except in areas where the growth rate in loan- 
ing business is slow because of the poor supporting facilities 
in the area or the predominance of Scheduled Castes and 
Tribes or where the nature of agricultural financing requires 
a very long period of gestation. 

29. While the minimum norm, i c., each primary land 
development bank or branch of the central land development 
bank having a loaning business of at least Rs. 35 lakhs at the 
end of 3 years, has to be strictly adhered to, there might be 
some difficulty in complying with this requirement in certain 
circumstances, e.g., in areas where the growth rate for loan- 
ing operations may be slow, but potential is clearly in sight 
and there is need for development, especially in instances 
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where such areas arc inhabited by tribal population or other 
weaker sections of the community. Under such cir- 
cumstances, a new primary bank/branch of central land 
development bank, if set up, should be provided with neces- 
sary financial and other support by the state government or 
by the central land development bank in order to enable it to 
maintain adequate staff from the very beginning itself till it 
becomes viable, i.e., achieves the loaning business of at least 
Rs. 35 lakhs. , 

Chapter 7: Routing of Loans Through Primary Credit 
Societies and Nexus Between Short-Term and Long-Term 
Structures • 

30. Primary credit societies, as they are constituted and 
functioning at present, will not be in a position to provide 
long-term loans as agents of land development banks in an 
effective manner, particularly since the task has now become 
complex with the application of modem technological 
methods to farming which has generated demand for invest- 
ment credit for various purposes. 

31. The scheme for organization of Farmers Service 
Societies, if implemented, raises hopes of adequate opera- 
tional efficiency and financial soundness so as to enable them 
to provide long-term loans. But the number of such societies 
set up or to be set up is limited and does not in any way af- 
fect the conclusion that primary credit societies in general as 
they are constituted and functioning at present will not be 
able to disburse long-term loans in a satisfactory manner. 

32. Co-ordination between the short-term and long-term 
co-operative credit structures is altogether absent and the 
various recommendations made by the earlier committees for 
effecting such co-ordination have remained on paper without 
any concrete action being taken thereon cither by the state 
governments or by the co-operative banks themselves. The 
state governments should take early steps to reorganize the 
working of the existing primary agricultural credit societies 
which arc weak or dormant. Similar effort on the part of the 
state governments is needed m respect of weak central co- 
operative banks and weak primary land development banks, 
the term ’weak’ connoting poor borrowing membership, low 
capital base, low level of deposit mobilization, high level of 
overducs, weaknesses in management and supervision and 
lack of attention paid to meeting the credit requirements of 
small farmers. In this effort, the state co-operative bank, 
central co-operative banks and central land development 
bank should not remain passive spectators, leaving the entire 
responsibility to the state governments The banks should ac- 
tively involve themselves in the quick implementation of 
schemes for the revitalization of primary agricultural credit 
societies, central cooperative banks and land development 
banks. 

33. While as a part of the reorganization schemes for in- 
creasing the coverage of the rural population, efforts are 
being made to enrol more members, it should be the respon- 
sibility of the extension staff in the blocks to ensure that all 
the borrowers of long-term loans from land development 
banks arc promptly enrolled as members of primary credit 
societies in the area. For this purpose, the primary land 
development bank or the branch of the central land develop- 
ment bank should furnish details of its borrowers to the 
primary credit society. 


34. The registrars of cooperative societies should under- 
take, in consultation with the regional offices of the Agricul- 
tural Credit Department of the Reserve Bank and the 
regional offices of the Agricultural Refinance Corporation, 
an immediate review of the loan policies and procedures of 
central co-operative banks and primary credit societies with a 
view to removing restrictions such as those arising from the 
by-laws relating to maximum borrowing power or the scale of 
financing for different crops etc., so that the borrowers of 
long-term credit from land development banks arc able to 
obtain adequate production credit. 

35. Land development banks should make suitable 
modifications in their loan policies and procedures so as to 
ensure, wbde processing loan applications, that the prospec- 
tive borrower bas already an access to adequate production 
credit from this local primary credit society to support the 
proposed cropping pattern. If not, it should be ensured by 
the land development bank that necessary arrangements in 
this behalf are made before at least the last instalment of the 
loan is released. 

36. A group under the leadership of the Assistant 
Registrar/Deputy Registrar of co-operative societies in the 
district and including the managers of the central co- 
operative bank and of the primary land development 
bank/branch of the central land development bank should be 
constituted to review periodically, say once in a quarter, the 
position regarding availability of short-term credit to the bor- 
rowers of land development banks. The group should be re- 
quired to submit its note prepared on the basis of such peri- 
odical reviews to the Divisional Deputy/Joint Registrar of 
co-operative societies. The object of the review should be 
specifically to ensure that when loans arc sanctioned by land 
development banks to borrowers who are not members of 
primary credit societies, such borrowers are enrolled as mem- 
bers of co-operative credit societies and given short-term 
credit, if eligible for the same. This review- will have to be 
prepared on the position in each primary land development 
bank/branch of the central land development bank and the 
primary credit societies in their areas of operations. 

37. Despite the recommendations of various important 
committees, the problem of co-ordination between the two 
co-operative credit structures still remains to be solved. 
Neither channeling of long-term loans through primaiy credit 
societies nor other measures such as housing of the institu- 
tions in the same building and having common directors have 
so far solved the problem of co-ordination. It is in this con- 
text that it is being felt in certain quarters that a long-term 
solution to the problem of co-ordination probably lies in the 
complete integration of the two structures, i e , short-term 
and long-term credit institutions It has, however, to be 
pointed out that the integration of the two structures means 
basically that the primary agricultural credit society will have 
to provide short-term, medium-term and long-term credit. In 
other words, it inevitably means the need for having a viable 
society at the village level which may be formed as a result of 
the amalgamation of the weaker or smaller societies or or- 
ganization of farmers service societies. Thus^a change in the 
structure and functioning of existing primary agricultural 
credit societies is called for, involving amalgamation of weak 
societies, liquidation of dormant societies, recruitment of 
full-time paid secretaries and of supervisory and technical 
staff 
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The formation of viable primary credit societies with 
adequate staff to undertake multipurpose functions is ab- 
solutely necessary for the successful working of an integrated 
co-operative credit structure. Further, for the integration to 
be effective, steps will have to be taken to complete the 
programmes for the rehabilitation of weak central coopera- 
tive banks and primary land development banks which have 
already been identified, without further delay. A merger, if it 
is confined only to the apex or intermediate level institutions, 
will be fruitless. In other words, the integration of the short- 
term and long-term credit institutions has to start from the 
village level, i.e., at the level of primary agricultural credit 
societies. Although the various steps taken in the past have 
not brought about the desired results in the direction of con- 
sideration between the short-term and long-term structures, 
there is increasing awareness among the institutions, viz., 
land development banks and state and central co-operative 
banks, and also the state governments about the need for 
such co-ordination. It is noted in this connexion that efforts 
such as setting up of co-ordination committees, having com- 
mon directors etc., are being pursued in some states. Further, 
the National Co-operative Land Development Banks Federa- 
tion and the All-India State Co-operative Banks Federation 
are now actively seized of this matter of evolving suitable ar- 
rangements for securing necessary co-ordination between the 
two wings of the co-operative credit structure. 

Although the subject of integration of the two structures 
dealing with short-term credit and long-term credit is outside 
the purview of the terms of reference of the Committee, 
nevertheless, as emerging from the review of the existing 
position of the co-operative credit structure in the smaller 
stales and the cooperatively weak states it is recommended 
that in 5 states, viz., Assam, Himachal Pradesh, Jammu & 
Kashmir, Tripura, and West Bengal the integration of the 
short-term and long-term credit structures is the only way of 
enabling the co-operative credit structures in these states to 
play an effective role in meeting the credit needs of cul- 
tivators for production and development. It has, further, 
.been recommended that in Pondicherry also it is necessary to 
integrate the short-term and long-term co-operative credit 
structures. With regard to co-ordination between the two 
structures in the other states, it is suggested that earnest ef- 
forts should be made both by the state government and the 
institutions to implement the recommendations for improv- 
ing the existing arrangements for coordination. However, in 
case it is found after a reasonable time that there is no im- 
provement in the situation, as a last resort, the need for in- 
tegration of the short-term and long-term co-operative credit 
institutions may have to be examined by the state govern- 
ments, the state cooperative banks and central land develop- 
ment banks concerned. 

38. Steps are being taken to make existing primary credit 
societies viable units by liquidation of moribund societies and 
amalgamation of small societies, and also to provide full-time 
secretaries to the reorganized societies. It is recommended 
that wherever viable primary credit societies have been set up 
and they have been provided with adequate full-time and 
trained staff, including technical staff, such societies may take 
up provision of long-term loans also. This will require iden- 
tification of such societies by the state governments and the 
&pcx and central co-operative banks on a block-by-block 
basis. 
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Chapter 8: Resources for Land Development Banks 

39. According to present indications, there will not be 
any serious difficulty in land development banks obtaining 
the necessary support from various institutions for their ordi- 
nary debenture floatation programmes. 

40. The Informal Group on Investment Policy of the Life 
Insurance Corporation of India (1971) has recommended 
that the Life Insurance Corporation of India should explore 
possibilities of securing participation with the Agricultural 
Refinance Corporation in the refinancing of area develop- 
ment schemes instead of confining its role to merely investing 
in the debentures of land development banks. It is not known 
as to whether any decision has been taken by the Govern- 
ment of India on this recommendation. If the Life Insurance 
Corporation’s participation is to be enlisted, the manner and 
extent of its participation in the debentures floated from time 
to time and the schemes which would be eligible for such par- 
ticipation will have to be determined. If the participation is to 
be in the form of loans from the Life Insurance Corporation 
of India, it will have to be examined as to whether this would 
be possible under the Agricultural Refinance Corporation 
Act, 1963 as it stands at present and whether the terms and 
conditions, including the rale of interest, would suit the 
Agricultural Refinance Corporation. Perhaps the Life In- 
surance Corporation of India’s support could be availed of by 
issuing a special series of bonds to be subscribed to ex- 
clusively by the Life Insurance Corporation of India. These 
and other aspects may be examined in detail by the Agricul- 
tural Refinance Corporation and the Life Insurance Corpora- 
tion of India. The Agricultural Refinance Corporation may 
take-up the matter with the Reserve Bank and the Govern- 
ment of India, in case it needs additional resources for its 
refinancing operations in the Fifth plan. 

41. It is important to ensure that the state governments 
actually make provisions in their budgets to meet commit- 
ments in regard to their share of contributions to the deben- 
tures of central land development banks. In some states such 
as Himachal Pradesh and Jammu & Kashmir the recommen- 
dations of the Committee on Takavi Loans and Cooperative 
Credit (1962) have not been implemented. These states may 
fully accept the recommendations of the Takavi Committee 
and put them into effect by actually using such funds for con- 
tribution to the debentures of the central land development 
banks. 

42. The state governments should not themselves give 
loans for development of horticulture and plantation crops, 
but the budgetary allocation for the purpose should be chan- 
nelized through land development banks by means of support 
of their debentures. 

43. Land development banks in most cases will find it 
impossible to achieve the large lending programmes during 
the Fifth plan without identifying new items of agricultural 
development requiring long-term loans. Each central land 
development bank should build up a portfolio of viable and 
diversified pattern of schemes for the entire Fifth plan so 
that it can reach the lending target set under the Fifth plan in 
a purposive and effective manner. The state governments 
should play a crucial role in this respect by providing assis- 
tance to banks through their technical departments. 

44. The state governments and the central land develop- 
ment banks should shoulder the responsibility of preparing 
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specific schemes of agricultural development if the financial 
targets under the Fifth plan are to be meaningful. This task is 
all the more difficult in cooperatively less developed states 
where the operational efficiency of banks is particularly very 
low and where the draft Fifth plan envisages more than 100 
per cent increase in the lending programmes of the banks. 
The. investment credit provided by land development banks 
has to be linked to specific schemes of agricultural develop- 
ment in the state plans. This will ensure a purposeful role for 
land development banks in the implementation of agricul- 
tural development programmes in various states. 

45. Each central land development bank may conduct a 
study to assess the need for enhancement of the percentage 
of loans to be given for debt redemption especially in 
Scheduled Castes/Scheduled Tribes areas or SFDA/MFAL 
areas and take up the matter with the Reserve Bank, if neces- 
sary. 

46. Land development banks have to make earnest ef- 
forts to keep their overdues within manageable limits to 
enable them to fulfil their lending targets. There are no soft 
options in the matter. 

47. The Reserve Bank may review periodically the posi- 
tion regarding the loans advanced by primary 
banks/branches of central land development banks in 
SFDA/MFAL areas and, if necessary, exempt the banks from 
the discipline regarding regulation of advances for a specific 
period even in states which are not at present covered by 
such an exemption if it will help small farmers in getting 
long-term loans needed for development . 

48. ' The state governments should provide guarantees, on 
a continuing basis, in the beginning of the year for the deben- 
tures to be issued during the course of the year by central 
land development banks so that there is no delay at the time 
of floatation of debentures. The state governments should 
also provide the guarantees without conditions attached. 

49. In view of the important role played by land develop- 
ment banks in financing the programmes for agricultural 
development, nothing should be done which increases the 
financial burden on them or results in increasing the cost of 
investment credit provided by them. The state government 
should not, therefore, levy guarantee fee or commission in 
respect of the guarantees provided by them for the deben- 
tures of central land development banks. Such levies are in- 
consistent with the policy of state support to co-operative in- 
stitutions. 

50. The guarantee given by some state governments 
against deficit in security in the case of ARC- refinanced 
schemes is a welcome feature in as much as it helps small cul- 
tivators in obtaining loans from land development banks. 
Such a guarantee against deficit in security may be continued 
by all the state governments in the Fifth plan and extended to 
ordinary loans also. 

51. Central land development banks should take action 
to get their ordinary debentures which are trustee securities 
quoted on the stock exchanges so that they might become 
popular in which event there might be investors to these 
debentures from the general public also. 

52. The state governments should not levy stamp duty on 
the transfer of debentures. 

53. Central land development banks should maintain a 
high level of operational efficiency in order to ensure that 
they continue to get support from various institutions to their 
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debentures. For instance, they should arrange for audit of 
their accounts and issue of debenture scrips to various in : 
stitutions promptly. 

54. The criteria followed by the Reserve Bank of India 
and the Agricultural Refinance Corporation in clearing 
debenture floatations received from central land develop- 
ment banks are different in certain respects. It is understood 
that the Reserve Bank of India has already taken up the mat- 
ter of bringing about uniformity in the criteria followed by 
the Bank and those followed by the Agricultural Refinance 
Corporation in regard to the stipulation of overdues at the 
level of primary banks/branches of central land development 
banks vis-a-vis their eligibility for the lending programmes. 
There is, however, scope for uniformity in other spheres also, 
especially in regard to the procedures followed by the 
Reserve Bank and the Agricultural Refinance Corporation, 
in connexion with clearing of debenture proposals. These 
matters may be examined by the Reserve Bank so that 
uniformity is introduced not only in regard to the stipulation 
regarding overdues at the primary level, but in other matters 
also such as the position of cash inflow and cash outflow, 
prior receipts of audit reports of the banks for the penul- 
timate year and issue of debenture scrips in respect of the 
earlier floatations 

55. The difficulties experienced by central land develop- 
ment banks in regard to interim finance are mainly due to 
faulty management of funds. Land development banks should 
carefully plan the deployment of their own disposable 
resources in a most profitable manner and make determined 
efforts to reduce their dependence on interim accommoda- 
tion from the State Bank and its subsidiaries or the state co- 
operative bank particularly because recourse to borrowings 
from interim accommodation is costly. Although three floata- 
tions of debentures in a year allowed at present should be 
adequate for utilizing assured support, flic Reserve Bank 
may permit an additional floatation in a year by those central 
land development banks which are depending heavily on in- 
terim accommodation for their lending operations in order to 
enable them to operate with reduced limits sanctioned by the 
state bank of India and its subsidiaries and also to reduce the 
incidence of higher rates of interest payable on interim ac- 
commodation. 

56. The condition regarding down payment is often being 
circumvented by cultivators with file help of the field staff 
either by inflating the cost of development in the case of land 
levelling and sinking of wells or by inflating the amount of 
invoices on account of the cost of machinciy and equipment 
or by adding the cost of ancillaries, which are not required 
immediately or not required at all. Thus, there is a need for 
evolving a procedure by which the bigger cultivators are re- 
quired to make a higher contribution from their own 
resources towards the cost of development than the small 
farmers. The bigger cultivators should be required to pay a 
higher amount towards share capital at 10 per cent of the 
loan instead of the usual 5 per cent of the loan amount 
Primary land development banlcs/branehes of the central 
land development banks should insist on the payment of this 
amount well before the sanction and disbursement of the 
loan to bigger cultivators. 

57. Primary land development banks in most states have 
very weak owned funds although they are required to play an 
important role in the /and development banking structure. 
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The Reserve Bank may agree to provide loans to state 
governments for participation in the share capital of primary 
land development banks whose overdues are less than 30 per 
cent of the demand as compared with 15 per cent of the 
demand applicable at present. In the case of primary land 
development banks in SEDA/MFLA notified tribal areas, 
those functioning in weaker states as well as those under 
rehabilitation or reorganization programmes, the permissible 
limit of overdues may be 50 per cent of demand instead of 25 
per cent as at present. 

58. The build-up of idle funds occurs mainly because of 
the lack of appreciation on the part of the executives of 
central land development banks and primary land develop- 
ment banks in regard to the proper use of resources— both 
their own or raised from outside. The instructions issued by 
Reserve Bank from time to time for the management of 
funds by land development banks are quite comprehensive. 
Land development banks should scrupulously follow these 
instructions regarding management of funds. 

59. The issue of debentures when lending operations in 
the coming months will be at a lower level or when recovery 
starts coming in will result in building up of idle funds. By 
and large, the banks overlook these aspects. Each bank 
should, therefore, in the light of its experience, make projec- 
tions in regard to the loans— ordinary loans as well as loans 
under special schemes refinanced by ARC— to be disbursed 
and the recoveries to be received in each of the quarters, 
together with an analysis of its cash in-flow and cash out-flow 
during this period. In the light of these projections it should 
work out the approximate dates by which debentures are to 
be floated. In other words, banks should introduce a method 
of forecasting in respect of their requirements of funds 
during the following year well in advance. The amounts to be 
collected/paid back in respect of fixed deposits should be 
taken into account while making an analysis regarding cash 
in-flow or cash out-flow. Similarly, advance collections to be 
received by banks should also be taken into account. 

60. Banks relying heavily on interim accommodation 
should make use of such accommodation only to the extent 
necessary, that is, after ploughing back the recoveries received 
by them in fresh loans. Outstandings under interim finance 
should be brought to ’nil’ or tq awery low figure immediately 
after each debenture floatation in respect of loans under or- 
dinary and special schemes. Land development banks should 
draw upon interim accommodation for the purpose of 
making contributions to sinking fund when they are either 
required to purchase debentures floated by other central 
land development banks as a part of mutual support 
programmes or when investments in government and other 
trustee securities arc made during the course of the year. 
Such a procedure of drawing upon interim accommodation 
for the purpose of making contributions to sinking funds 
after having used recoveries in fresh loans would be more 
profitable to the banks. Banks should frequently float special 
development debentures under ARC-rcfinanced schemes so 
that their dependence on the interim accommodation is kept 
to the minimum. 

61. Taking into account the various items involved in the 
flow of funds between the central land development banks 
and the primary banks, primary banks should invariably fol- 
low the procedure of first using their owned funds and later 
the funds provided by the central land development bank in 
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their loaning operations. Besides, primary banks should be 
prompt in remitting the amount received by them on account 
of recoveries from cultivators to the central land develop- 
ment bank. 

62. Central land development banks should help the 
primary banks in introducing the system of making an 
analysis of cash in-flow and out-flow taking into account each 
bank’s requirements of funds for issuing loans and recoveries 
effected. Generally, for disbursement of loans and for collec- 
tion on account of recoveries, there is a seasonal pattern in 
the case of long-term loans also, as in the case of short-term 
loans. In the case of long-term credit, it should be easier to 
work out the seasonal pattern in these operations as practi- 
cally no development on the farm is undertaken excepting 
perhaps purchase of agricultural machinery and equipment 
when sowing or harvesting seasons are in progress or there is 
standing crop in the field. 

63. The staff of the primary banks should be given neces- 
sary training in the management of funds including inter- 
pretation of cash flow statements. The Reserve Bank’s Col- 
lege of Agricultural Banking at Poona should examine the 
matter and accord a prominent place to the topic of manage- 
ment of funds and interpretation of cash flow statements in 
the courses run by the college for the personnel of primary 
land development banks. 

64. The chief executive officers and other senior officers 
of the central land develomcnt banks should periodically 
brief the business managers or accountants of primary banks 
about proper management of funds so that the latter ap- 
preciate the significance of proper management of resources 
which would go a long way in avoiding build-up of idle funds 
both at the level of primary banks and the apex institutions. 

65. There is need on the part of central land develop- 
ment banks to continue to maintain sinking funds for amor- 
tization of debentures especially in the context of their in- 
creasing commitments in regard to long-term credit require- 
ments and also with reference to the obligations that devolve 
on them under the Co-operative Societies Act, by laws and 
trust deeds. 

66. While considering any change in the existing pattern 
of investment of sinking funds, it is necessary to ensure that 
the investment not only conforms to the three important 
principles of liquidity, safety and profitability, but also that 
the funds are retained as far as possible within the co- 
operative sector in view of the large resources needed by this 
sector. 

67. There is no case for relaxing the stipulation that at 
least 10 per cent of the sinking fund should be invested in 
government securities. However, central land development 
banks may be permitted to use the balance of 10 per cent to 
be invested in ’other trustee securities’ to make investments 
in fixed deposits with state financial corporations which carry 
an attractive rate of interest and are guaranteed by the state 
governments in regard to the repayment of the principal and 
payment of interest Another possible avenue for investment 
of the 10 per cent allowed for trustee securities is the units of 
the Unit Trust of India. 

It is understood that consequent upon the amendment to Its 
statute, the National Co-operative Development Corporation 
(NCDC) may issue bonds which would be guaranteed by the 
Government of India in regard to the repayment of the prin- 
cipal and payment of interest. These bonds when permitted 
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to be issued and if they axe trustee securities, may be in- 
cluded in the list of permissible 'other trustee securities' for 
investment of sinking fund by the central land development 
banks. 

68. A reduction in the limit of investment of sinking fund 
in the debentures of central land development banks or in 
the debentures floated by sister land development banks in 
other states from 60 per cent to 50 per cent may be allowed 
on a purely temporary basis. The banks should, however, 
keep the investments in their own debentures to the mini- 
mum as it takes away the very basis of the scheme of mutual 
support 

It will be useful if the National Co-operative Land 
Development Banks Federation can make projections 
regarding the amount of investible funds of each central land 
development bank in the debentures of sister institutions in 
order to ensure maximum advantage of the arrangements 
available under the mutual support scheme. 

69. In view of the difficulties experienced by central land 
development banks in making appropriate investments out of 
recoveries received between April and June due to the ab- 
sence of floatation of debentures or issue of government 
loans during this period, the banks may be permitted to in- 
vest in advance, their surplus funds towards sinking funds to 
be set off in the subsequent years. Alternatively, the surplus, 
after meeting the sinking fund commitment and clearing the 
outstanding in the interim accommodation, might be allowed 
to be kept as short-term deposits with the state co-operative 
bank/commercial banks, and financial accommodation 
availed of as and when required there against instead of 
having recourse to overdraft accommodation which carries a 
higher rate of interest 

70. The Reserve Bank may allow central land develop- 
ment banks to increase, as a transitional measure, their in- 
vestments by way of fixed deposits with the state co-operative 
banks and commercial banks from 20 per cent to 30 per cent 
by corresponding reduction of the investment in debentures 
of sister land development banks from 60 to 50 per cent. 

71. In view of the fact that central land development 
banks seek support from central co-operative banks in 
respect of their debentures and other matters such as provid- 
ing cash credit facilities to primary banks and for remittance 
of funds between central land development banks and 
primaiy banks and vice versa, central land development 
banks may be permitted by the Reserve Bank to keep their 
deposits with central co-operative banks with A and B audit 
classification. 

Chapter 9: Mobilization of Rural Savings 

72. The need for mobilizing rural savings cannot be 

over-emphasized especially in the context of the large 
resources needed by co-operative land development banks. 
Central land development banks should, therefore, make 
determined and earnest efforts to collect sizeable amounts by 
way of rural debentures instead of pleading for scrapping of 
the scheme. ✓ 

73. Instead of the present procedure for effecting reduc- 
t'on in the supported programme for ordinary debentures for 
failure to collect the required amount of rural debentures, 
the Reserve Bank may introduce an alternative scheme for 
offering certain incentives to banks to make necessary or- 
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ganizational arrangements and efforts for the purpose. For 
instance, the Reserve Bank may allow an additional amount, 
by way of an incentive, towards share capital contribution in 
the case of central land development banks whose perfor- 
mance in respect of collection of rural debentures or fixed 
deposits is found to be satisfactory. 

74. Central land development banks should introduce 
special schemes for rural debentures or certificates for cer- 
tain specific areas where ARC-refinanced schemes have been 
implemented or are under implementation. Such schemes 
have a fair chance of success since the banks have already es- 
tablished or will be establishing close contacts with a large 
number of individual cultivators in these areas. Cultivators 
may be encouraged to subscribe towards rural debentures 
along with the instalments towards repayment of the long- 
term loans borrowed by them. In addition, the amounts 
raised through a special scheme of rural debentures, if size- 
able, could be earmarked by the central land development 
banks for investment in agriculture by cultivators in the same 
area as this will give a sense of involvement to the investors 
in the development of the area and thus make the scheme of 
rural debentures popular. 

75. The "Reserve "Bank may consider revising the permis- 
sible rate of interest on rural debentures in the light of the 
recent increase in interest rates. Similarly, the interest to be 
allowed by land development banks on fixed deposits may be 
revised suitably by the Reserve Bank so as to enable the 
banks to offer attractive rates which compare favourably with 
those offered by state co-operative banks, central cooperative 
banks and commercial banks, and are, in fact, higher than 
those offered by these institutions. 

76. The Reserve Bank may reconsider its views in respect 
of the reference received from the National Co-operative 
Land Development Banks Federation for introducing the 
scheme for awarding prizes to debenture-holders. The prize 
to be awarded in the case of rural debentures may be m the 
form of useful agricultural machinery and implements in case 
the winner prefers these to cash prizes 

77. Central land development banks should collect fixed 
deposits from rural areas and only in that case should such 
deposits be reckoned while assessing achievements on ac- 
count of the targets for rural debentures. 

78. While individual incentives to the staff of the banks 
in the form of commission for collection of contributions 
towards rural debentures may not be offered, the perfor- 
mance of the staff in the mailer of issuing rural debentures 
or collecting fixed deposits should be given due weightage in 
deciding upon their promotions cither in the normal course 
or otherwise or in matters like giving advance increments. 

79. Each central land development bank should have at 
least one development officer whose main function will be lo 
organize efforts for mobilizing rural savings by floatation of 
rural debentures/certificates or by collecting fixed deposits. 
The person to be appointed as development officer should 
have some background and experience in the line. He should 
prepare special schemes for debentures/certificates for 
specific areas and also organize publicity required for collect- 
ing fixed deposits 

80. The state governments and banks may formulate 
suitable schemes providing for the sale of rural debentures 
through the -village officials and payment of commission to 
them on the lines of the scheme for small savings as sug- 
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gcsted by the Reserve Bank in its circular to the banks issued 
on 29 January 1964. 

81. The publicity that is being undertaken at present by 
banks regarding sale of rural debentures and collection of 
fixed deposits is inadequate. The National Co-operative Land 
Development Banks Federation could play a useful role by 
making arrangements with the All-India Radio for suitable 
announcements in regional languages under the rural or 
commercial broadcasting programmes. If the Federation is 
required to make payment for these announcements, it may 
approach the Government of India for providing grants to it 
for the purpose. 

Chapter 10: Production-Oriented Lending System 
and Follow-up Measures 

82. Although in a few states valuable attempts have been 
made to introduce the production-oriented lending system, 
there are several areas where the existing procedures need 
improvement. Apart from the procedural aspects connected 
with the production-oriented system of lending certain other 
steps— legal and administrative— are required to be taken by 
the land development banks so as to ensure speedy disposal 
of loan applications and granting of loans. 

83. The simplified loan procedure followed in Madhya 
Pradesh enables the land development banks to disburse 
loans quickly. Under this procedure, only khasara extracts 
are required to be produced as evidence to title. Public en- 
quiry and land valuation are combined and the legal scrutiny 
of the papers is only at one level and stage. Further, under 
section 8 of the Madhya Pradesh Land Development Banks 
Act, 1966 read with rule 3 of the rules framed thereunder, 
provision exists for the constitution of a guarantee fund for 
meeting losses that might arise on account of loans advanced 
by land development banks on the security of mortgages on 
the land not being fully recovered due to the title to the land 
being found defective and full recovery is not possible on ac- 
count of natural calamities. This simplified loan procedure 
and the legal provisions in Madhya Pradesh are commended 
for the attention and necessary action of the state govern- 
ments and central land development banks in other states. 

84. The system of land mortgage is out of tune with the 
basic features of the production-oriented system of lending 
expected to be followed by land development banks and ex- 
tension of long-term credit to small farmers and it has 
proved somewhat illusory as the basis of security. The insis- 
tence upon mortgage of land for loans given by land develop- 
ment banks should, therefore, be given up. Instead, land 
development banks should be enabled to grant loans on the 
basis of a charge on the lands and other assets created by the 
borrower as elaborated in recommendations No. 85 and 86. 
This, however, does not preclude land development banks 
from accepting mortgage of land, i.e, the banks may obtain 
mortgage of land if the borrower is agreeable to furnish the 
same or prefers this arrangement. 

85. The question arises whether the charge to be created 
in favour of the land development bank will be effective if 
there is a charge already created in favour of the short-term 
co-operative credit institution in case the borrower has al- 
ready taken short-term loans. An examination of this aspect 
reveals that in the case of short-term credit structure, 
wherever a default takes place, coercive measures are 
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generally taken or expected to be taken for effecting 
re cove ries from the produce or the standing crop. It is ul- 
dom that primary agricultural credit societies undertake sale 
of the land and other assets of the borrowers. In other words 
the charge in favour of the short-term credit structure and 
the long-term credit structure which is created by virtue of 
the declaration made by the borrower serves the main pur- 
pose of ensuring that the horrower does not dispose of land 
and other assets belonging to him till the repayment of loan. 
Taling into account the fact that the loans provided by land 
development banks are sizeable and for longer periods it 
stands to reason that as between the short-term credit struc- 
ture there is a strong justification for sufficient protection 
being provided to the latter by ensuring that the borrower 
does not create a further encumbrance on his land till the 
repayment of the long-term loan taken from the land 
development bank. It is, therefore, recommended that a 
charge may be created on the land and other assets of the 
borrower both in favour of the short-term and the long-term 
co-operative credit institutions, with a clear provision to en- 
sure that the long-term credit institutions have a priority over 
the claims of the short-term credit institutions. 

86. The effect of the various recommendations made 
above would be that land development banks would be grant- 
ing loans to cultivators on their creating a charge on their 
lands, such charge being common to both the short-term and 
long-term co-operative credit institutions, the latter having 
priority over the former, in addition, if necessary, to the 
hypothecation of agricultural machinery and equipments pur- 
chased out of the loan and the borrower furnishing two 
sureties acceptable to the banks. Such a common chargeap- 
pears to be legally feasible. 

• 87. The state governments, especially in their finance 
departments, and the institutes which subscribe to the'deben- 
tures should take a broader view in regard to the guarantee 
provided for the debentures of central land development 
banks and agree to the banks floating debentures solely on 
the guarantee of the concerned state governments. 

88. The floatation of debentures solely against govern- 
ment guarantee and without a backing of mortgage security 
would necessitate certain changes in the existing legal 
framework applicable to land development banks, viz., Co- 
operative Societies Act or the Land Development Banks Act, 
by-laws and trust deeds. Which amendments to by-laws and 
trust deals can be made by the central land development 
banks in each state, the amendments to the Co-operative 
Societies Act /Cooperative Land Development Banks Act 
may be carried out by the state governments expeditiously. 
With a view to expediting the amendments to the act in the 
various states and also to bring about a measure of unifor- 
mity in the state acts, the government of India may consider 
enacting a model central Act in this behalf for adoption by 
the states. 

89. The existing provisions in the Co-operative Societies 
Act/Co-operative Land Developments Banks Act as well as 
the by-laws of banks should be amended suitably so as to 
enable them to include items such as dairy and poultry ac- 
tivities etr^, among the purposes for which loans may be ad- 
vanced by land development banks. 

90. With regard to financing small farmers by land 
development banks, the objective of each bank should be to 
cover as large a percentage of small farmers as possible. 
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Studies should be undertaken immediately by each central 
Isnd development bank for fixing the percentage which, of 
course, should be above 20 per cent as agreed to voluntarily 
by the cenlrat land development banks, on the basis of the 
proportion of small farmers in the nrea of each primary bank 
or branch of the central land development bank. 

91 . Small farmers should be completely exempted by the 
state government from the obligation to pay fees for obtain- 
ing extracts of revenue records and non-encumbrance certifi- 
cates. 

92. Land development banks should effectively carry out 
the advice of the Reserve Bank to collect share capita) con- 
tribution from small farmers at the rate of 5 per cent of the 
loan amount in instalments, i.e., 2 per cent of the loan in the 
first year and the balance of 3 per cent in the next 3 years. 
This will reduce the burden on the small farmers regarding 
their contribution to the share capital of land development 
banks. 

93. Where the period of loans to small farmers on the 
basis of their repaying capacity goes beyond the life of the as- 
set to he created or acquired with the help of the loan from 
land development hanks, the solution would lie in organizing 
a group of small farmers for the purpose of group loans or 
joint loans. 

94. Land development banks going loans to tenant cul- 
tivators for acquisition of ownership rights, viz,, making 
lumpsum cash payment to the erstwhile landlords, is not 
recommended, except to the extent to which such loans can 
be accommodated within the existing permissible limit of 10 
per ant for loans for non-productive purposes. 

9 5. The Resent Bank’s stipulation regarding the provi- 
sion of loans by central land development banks to their 
branches or to primary banks on the basis of the collections 
cfTected by them dots not apply to banks in areas covered by 
5FDA/MFAL agencies in Assam, Bihar, Orissa, West Ben- 
gal, Rajasthan, Madhya Pradesh, Himachal Fradcsh and 
Jammu & Kashmir. Central (and development banks in the 
other states may examine whctltcr a similar relaxation is 
necessary and justified in the case of primary banks/branches 
of central land development banks in SFDA/MFAL project 
areas and approach the Reserve Bank with facts and figures 
to support the case for relaxation, if any. 

96. In view of the need for securing optimum utilization 
of scarce resources like groundwater and also to enable small 
farmers to derive maximum benefit from the investment, the 
state governments should examine carefully the organiza- 
tional aspects relating to the execution of development work 
such as construction of welts and installation of lift imgalion 
equipment, in the case of investments to be made by small 
farmers in the SFDA/MF1A areas. Wherever feasible, 
cooperative irrigation societies may be formed comprising 
small farmers to that maximum benefit is obtained from the 
"clJ or wells constructed in the area. In areas where the num- 
ber of small farmers is inadequate to form a co-operative 
society, schemes can be implemented for n group of cul- 
tivators by helping (hem to obtain joint loans. This would call 
for determined extension work on the part of the local 
government staff and also the field staff of the primary 
banks/branches of central land development banks. 

97. Provision of long-term loans to smalt farmers should 
oe accompanied by very dose and continuous supervision 
over the utilization of loans and necessary follow-up 
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measures by way of technical advice and helping them to get 
supplies such as seeds, fertilizers and pesticides. This would 
need close co-ordination between the extension and technical 
staff under the SFDA on the one hand and the long-term 
credit institutions on the other, so that the small farmers get 
fut! benefit from the investments made by them as also to en- 
sure prompt repayment of toans. In the case of development 
schemes such as those relating to plantations and orchards as 
also land reclamation and levelling, it is particularly necessary 
to ensure that the needs of the small fanners are given the 
fullest priority in the loan operations of land development 
banks Clear instructions should be issued by the state 
governments to the extension staff and by the central land 
development banks to the field staff of primary 
banks/branches that white implementing ihc schemes highest 
priority is given to the coverage of small farmers by contract- 
ing as many smalt farmers as possible instead of achieving the 
physical targets by covering a small number of large farmers. 
In the case of schemes for land reclamation and levelling also 
it is particularly essential for land development banks to 
make determined efforts to contact small farmers whose 
problems regarding security will have to be investigated in 
each case and remedinl steps token to solve them. It is only m 
this manner that agricultural development schemes would 
result in uniform development of the areas and be of benefit 
to small farmers. 

98 The primary land development banks’ officers as welt 
as the senior officers of central land development banks 
should invariably conduct lest checks regarding utilization of 
loans and sharply pull up the field staff where they are found 
to be stack, incompetent or indulging in irregular practices. 
This wilt go a Jong way towards toning up the set up for field 
supervision in the banks 

99. While in the case of land development hanks in the 
cooperatively less developed states both the procedures and 
arrangements for follow-up measures are very unsatisfactory, 
in the case of cooperatively developed states also several 
deficiencies exist in the present arrangements especially in 
regard to the enforcement of the procedures laid down by 
the banks themselves. These have to be eliminated by the 
banks. 

100. In Connection with sanction of loans, the banks 
should satisfy themselves that the demand for the toans has 
arisen out of genuine need, that the cost of outlay for dif- 
ferent type s of investments has been properly worked out 
and that the offer of supply of the required equipment such 
ns pumpsets and tractors has been received from authorized 
dealers. The banks should also specify the detailed terms and 
conditions of the loans in the sanction letter. 

101. With regard to disbursements, seasonality should be 
strictly observed while advancing loans for construction of 
wells, land reclamation, plantation etc. While loans for these 
purposes should he given in suitable Instalments according to 
the progress of work, those in respect of pumpsets, tractors 
and power-tillers should be paid direct to the suppliers of 
machinery against their delivery. When toans are given m ins- 
talments, utilization certificates in respect of the earlier ins- 
talments should invariably be called for and checked. Usual 
safeguards regarding hypothecation and insurance should be 
taken in respect of loans for purchase of tractors and other 
agricultural machinery, on the Jincs of the instructions issued 
by the Reserve Bank from time to time. 


255 


102. After the loans arc disbursed, the supervisors of the 
banks should be in constant touch with the borrowers not 
only to verify that the assets created out of the loans con- 
tinue to exist with them in good order bjit also to help the 
borrowers in ensuring that they derive benefit from the as- 
sets and to arrange for technical advice where necessary. 

103. If, on the basis of the verification of utilization, a 
loan or any part of it is found to have been misutiiizcd by the 
borrower or not used within the specified period, banks 
should take prompt action for foreclosing the loan. Discipli- 
nary action such as this, taken promptly, will have a salutary 
effect on minimizing the cases of misutilization or delayed 
utilization of loans. 

104. Central land development banks should fix a 
definite period within which the utilization certificate for 
each instalment of the loan should be submitted by the su- 
pervisors. 

105. The supervisors of land development banks who are 
drawn from the state governments continue to be under the 
administrative control of the parent government department. 
It is desirable that such staff is replaced by the staff of the 
primary banks/central land development banks in phased 
manner. Alternatively, the departmental staff working in the 
banks should be brought under the full administrative con- 
trol of the primary land development banks or the central 
land development banks concerned. 

Chapter 11: Overdues In Land Development Banks 

106. Overdues in land development banks have been 
steadily rising in the past few years. This should be a matter 
of grave concern especially since loans are expected to be 
given to cultivators primarily for productive purposes and 
after looking into the aspects relating to technical and 
economic feasibility. The overdues in land development 
banks in states such as Assam, West Bengal, Tripura, 
Himachal Pradesh and Rajasthan are so heavy that their 
capacity to provide investment credit has been seriously af- 
fected. The studies conducted on behalf of the Committee 
have revealed that the problem of overdues in land develop- 
ment banks is common to all states, whether they are 
cooperatively well developed or less developed. Overdues are 
high even in areas where the banks are undertaking intensive 
lending operations under ARC-rcfinanced schemes which 
envisage adoption of detailed appraisal of loan proposals and 
close supervision over the use of investment credit by the 
beneficiaries. The increase or decrease in overdues appears 
to have no substantial relationship to natural calamities. A 
significant factor that stands out from the analysis of 
overdues made during the studies is that while the failure of 
crops due to natural calamities or unfavourable geophysical 
conditions may account for overdues to some extent, the 
prevalence of high level of overdues in primary banks is basi- 
cally due to defective loaning policies, ineffective field super- 
vision and lack of concerted efforts and will on the part of 
the banks’ board of directors and staff to recover loans which 
are due for payment. The studies have also shown that there 
was concentration of overdues in the case of bigger cul- 
tivators having holdings above 10 acres in the case of banks 
in all the states except to some extent in Punjab. 

107. While the present legal framework is considered 
generally adequate, it is necessary to make certain provisions 

256 


in the Co-operative Societies Act or Land Development 
Banks Act in some states or to amend the existing Acts f or 
enabling the banks to take prompt and effective measures 
against the defaulters as under 

(1) In the Union Territory of Delhi, where the Co- 
operative Societies Act does not contain a provision for dis- 
traint and sale, necessary amendments should be made for 
such a provision. 

(2) In the case of those states where the Co-operative 
Societies Act/Land Development Banks Act does not contain 
provision for (a) recovery of overdues from the borrowers of 
land development banks as arrears of land revenue by issue 
of a certificate by the Registrar of Co-operative Societies, on 
the lines of Section 101 of the Andhra Pradesh Co-operative 
Societies Act, (b) empowering the Board of a central land 
development bank and Trustee to resort to distraint and sale 
of the crop of the mortgage property where the management 
of the primary land development bank is found to be slack or 
indifferent and (c) delegation of the powers vested in the of- 
ficials of the Revenue and Co-operative Departments to offi- 
cials of the land development banks for effecting distraint 
and sale of the produce off the mortgaged property or the 
property itself, necessary provision should be made. 

(3) It will be advisable for state governments to provide 
in Co-operative Societies Act/Land Development Banks Act 
for the Trustee (Registrar) issuing a certificate, on his own 
motion, for recovery of overdue loans, as arrears of land 
revenue on the lipes of section 71 in the Andhra Pradesh 
Co-operative Societies Act, 1964 or section 101 of the 
Maharashtra Co-operative Societies Act, 1960 which relates 
to the recovery of overdues in the short-term co-operative 
credit structure. 

(4) The Co-operative Societies Act /Land Development 
Banks Act in all states except West Bengal requires that ac- 
tion should be taken for distraint of produce of crop before 
the expiry of a period of 12 months from the date when the 
loan instalment became overdue. The state governments may 
make necessary amendments to the Act to extend the period 
to three years as has been provided for in the West Bengal 
Co-operative Societies Act, 1973. 

(5) In the case of Madhya Pradesh, section 18 (2) of the 
Madhya Pradesh Land Development Bank Act, 1966 requires 
that the primary bank should obtain permission of the 
central land development bank in each case for taking coer- 
cive action, and section 18 (2)(c) of the Act ibid., provides for 
giving three months notice to the defaulters before action 
such as distraint and sale could be taken. Since these provi- 
sions result in considerable delay in taking legal action 
against defaulters, . the state government should make 
suitable amendments to the Cooperative Land Development 
Banks Act so as to ensure that coercive action does not suffer 
from procedural delays such as those referred to above. 

(6) The state governments in Punjab, Himachal Padcsn 
and Haryana may make suitable amendments to the Co- 
operative Land Development Banks Acts so that legal action 
can be initiated against defaulting cultivators even when one 
instalment of the loan is involved in default. 

(7) The recommendations made by the Study Team on 
Overdues of Co-operative Credit Institutions (1974) espe 
dally those for dis-qualification of the board of directors o 
central co-operative banks if overdues in these institutions 
are over 60 per cent and they persist for a period of two 
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years, should be made applicable to the primaty land 
development banks also. For this purpose, the Co-operative 
Societies Act/Land Development Banks Act or by-laws may 
be amended making it obligatory on the part of every direc- 
tor or member of the managing committee of the primary 
land development bank to make a statement at the beginning 
of each year that he has fuDy repaid the loan amount or ins- 
talment of loan and interest as per the demand levied by the 
bank on the due date. 

The recommendation of the Study Team that the 
defaulting member of primary society, if he ts in default for 
over a year, should be disqualified from voting in a general 
meeting or election of any co-operative society, should also 
be made applicable in the case of members of primary land 
development banks in the federal system of land develop- 
ment banking and in the case of individual members of the 
central land development banks in the unitary set-up. The 
state governments should make suitable provisions in their 
Co-operatrve Societies Acts or the Land Development Banks 
Acts in order to give effect to the above recommendations. 

(8) In view of the difficulties experienced in the sale of 
land in villages, the Study Team on Overdues of Co- 
operative Credit Institutions (1974) has recommended that 
the state government may acquire the land belonging to the 
defaulting cultivators and dispose it of in the manner con- 
sidered appropriate, wherever bidders are not forthcoming at 
the auction of the land. This recommendation has greater 
significance in the case of land development banks and may 
be implemented by the state governments 

(9) The existing process of summary recovery followed in 
most of the states is time consuming, while the execution of 
certificates regarding recovety of loans from the property is 
beset with problems such as inadequate staff for execution 
and absence of bidder. However, it is not so much the ab- 
sence of adequate legal provisions which comes in the way of 
effecting recoveries from defaulters as the delay in taking ac- 
tion by the primary and central land development banks and 
the will to initiate necessary action promptly particularly 
against influential parties, lie managements of the banks 
would, therefore, do well to take prompt and effective legal 
action against all defaulters. 

108. As a corollary to the switchover to the production- 
oriented lending system, land development barks should in- 
troduce planning in their operations. The land development 
banks should obtain, through coordination with the technical 
departments of the state government, relevant information 
with a view to locating specific schemes for agricultural 
development suitable for different areas in the state. 
Through this process, the banks will be able to locate specific 
weas which have a relatively higher potential for investment 
in agriculture and those areas which call for care while grant- 
ing loans, eg., drought-prone areas or areas which are highly 
susceptible to floods and other natural calamities. A plan 
prepared on these lines for investment credit is likely to go a 
long way in the banks avoiding sanction of loans which may 
later prove infructuous or risky. 

109. In order to avoid overdues, land development banks 
should Introduce reform* in their loan policies and proce- 
dures. The reforms in loan policies and procedures include 
(a) adoption of scientific appraisal methods for processing of 
loan proposals; (b) technical appraisal of loan proposals, 
‘specially where loans are given for minor irrigation works or 
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land reclamation, soil conservation, bunding, horticulture/ 
plantation development; (c) computation of the repaying 
capacity and fixing of the period of loans on a realistic basis; 
(d) introduction of various safeguards on the lines suggested 
by the Reserve Bank from time to time, while giving loans for 
different purposes, such as disbursement of loans in instal- 
ments for minor irrigation works or land reclamation, 
hypothecation of agricultural machinery and equipment as 
also insurance of assets like pumpsets and tractors; (e) strict 
adherence to the system of making payment directly to the 
suppliers in the case of loans for agricultural equipment, 
machinery and tractors after ensuring the standing of the 
firms; (f) evolving a procedure for verification of utilization 
of loans by fixing, among other things, definite periods within 
which such certificates for each instalment for various types 
of loans should be received and prompt foreclosure of loans 
in the event of delay in receipt of such certificates; (g) fixing 
of dates for the demand in respect of long-term loans so as to 
synchronize with the harvesting seasons; and (h) recovery of 
loans to be effected twice a year, i e., from kharif and rabi 
crops except m mono-crop areas. 

110. Land development banks should introduce suitable 
measures to ensure continuous touch with the borrowers of 
the banks until the loan is fully repaid. The banks should also 
maintain a close watch on the economic benefit derived by 
the borrowers from the investment made out of the bank’s 
loans. Such an arrangement is particularly necessary in the 
case of loans for development of orchards and plantations 
which call for a long gestation period. The systemMo be 
evolved in this connexion should be in the form of periodical 
reporting by the field staff, and maintaining the relevant in- 
formation in the form of a credit card or a file for each bor- 
rower. Besides, it is necessaty that the banks ensure supply of 
production credit and agricultural requirements like seeds 
and fertilizers to their borrowers as also assistance by way of 
technical guidance from the extension staff or the staff in the 
technical departments of the state governments in order to 
enable Jhe borrowers to adopt the proposed cropping pattern 
and to improve their repaying capacity. 

111. The various administrative measures for bringing 
down overdues include (a) strengthening of the staff at the 
primaty level with a view to ensuring that the staff for func- 
tions such as appraisal, follow-up measures and recovery of 
loans is adequate and (b) creating Suitable cadres for various 
categories of staff in primaty banks. For this purpose, the 
state governments should provide necessary subsidy to the 
banks especially in the states where they are financially weak. 
It would also be useful to organize recovety drives for long- 
term loans during the marketing seasons in conjunction with 
the efforts of the short-term credit institutions and enlist the 
co-operation of the Co-operation and Revenue Departments 
of the state governments. The state governments will be help- 
ing the banks considerably if they refrain from instructions 
for suspension of recovety of co-operative dues as has been 
noticed in some states. 

112. One of reasons for the defaults in certain instances 
is that the borrowers of primary banks are not able to repay 
loans because of non-availability or considerable delay in ob- 
taining electric connexions for their wells or tubewells. To 
avoid such situations, close co-ordination between the state 
electricity board* and the central land development banks is 
essential. This is lacking now. Attempts to bring about such 


257 



co-ordination in the ARC- refinanced scheme areas are being 
made by the Rural Electrification Corporation. The position 
in the non-ARC scheme areas should be taken up by the 
Rural Electrification Corporation with the state electricity 
board so that in such areas also a well or tubewell does not 
lie unused because of lack of electric power. Such areas 
should be identified by the central co-operative land develop- 
ment banks and the state electricity boards so that the state 
electricity boards can prepare special schemes for these areas 
and submit them to the Rural Electrification Corporation 
which has introduced a special category of schemes to cover 
such purposes. 

113. The recommendations made by the Study Team on 
Ovcrducs of Co-operative Credit Institutions (1974) in 
respect of the following are endorsed for application to co- 
operative land development banks: 

(a) The managing committee or the board of directors of 
primaiy land development banks should consider it their 
prime responsibility to help the banks in effecting recoveries. 

(b) Wilful defaulters should be dealt with severely. 

(c) The state government should not provide financial 
assistance under any government scheme to the defaulters of 
co-operative land development banks and other co-operative 
credit institutions. 

(d) Penal interest should be charged on loan instalments 
for the full period. 

(e) A primary land development bank having overdues 
exceeding 60 per cent continuously for two years may be 
taken to liquidation or alternative arrangement should be 
considered for Dow of investment credit such as asking the 
neighbouring land development bank to extend credit in the 
area or opening a branch of the central land development 
bank for the purpose. 

114. There is no real need to constitute stabilization 
funds in primary and central land development banks as even 
under the existing arrangements necessary relief can be 
provided to individual borrowers and banks to get over the 
problems arising from failure of crops. However, certain 
measures, if followed by banks, will help them in facing 
problems of overdues in areas affected by natural calamities. 
These are as unden 

(a) The banks should take into account the specific needs 
and conditions of each area while formulating schemes. Thus, 
in drought-prone areas it will be advisable to encourage cul- 
tivators taking up schemes for dry farming. Similarly, in areas 
where the position regarding sub-soil water resources is not 
satisfactory', it will be helpful if loans for minor irrigation 
works are provided strictly on the basis of detailed investiga- 
tions made by the state groundwater directorates. 

(b) In the case of loans for land levelling in major and 
medium irrigation project areas and for minor irrigation 
works, there should not generally be a severe impact of 
natural calamities in case the technical aspects have been ex- 
amined before giving the loans unless the drought persists 
for a long period. 

(c) Land development banks should encourage cul- 
tivators in making advance repayments or larger payments 
towards loans when crop conditions arc good. 

115. There is absolutely no case for writing off long-term 
co-operative loans. 

116. The International Development Association’s loans 
under the agricultural credit projects may be provided as 
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straight loans to the Government of India, 50 per cent or the 
total loans under each project being released to the Govern- 
ment of India after the effective date when all the relevant 
terms and conditions have been complied with by the parties 
concerned, viz., the Government of India, the Agricultural 
Refinance Corporation, State Governments concerned and 
lending banks. The release of the balance of 50 per cent may 
be made after a general review by IDA of the operation of 
the project. The basic change in the procedure of IDA loans 
which will be in keeping with the actualities of the agricul- 
tural credit projects will enable the Government of India to 
get a part of the soft loans on the effective date and will also 
enable the land development banking structure to finance 
project schemes without the compulsion to lend but accord- 
ing to the natural needs of the situation and thereby avoid 
the existing danger of hurried lending which will aggravate 
the present serious problem of overdues in the long-term 
co-operative credit structure. The Government of India and 
the Agricultural Refinance Corporation may examine this 
recommendation on a priority basis. 

Chapter 12: Problems of Management and 
Co-ordination 

117. A review of the position regarding the staff in land 
development banks indicates that in terms of functions, con- 
ditions of service, methods of recruitment, training etc., there 
is considerable heterogeneity in the pattern obtaining in the 
various states. This is partly due to historical reasons and to 
some extent to regional variations in different parts of the 
country. At present, land development banks have hardly any 
definite policy regarding staff, including that at the higher 
levels. 

118. In view of the important role expected to be played 
by land development banks in planned economic develop- 
ment and the sizeable financial assistance provided by them, 
it is understandable that the state governments should like to 
have some control over the management of these institutions. 
However, if the banks are to work as sound institutions, it is 
necessary that in the management a high degree of profes- 
sional skill is introduced and a cadre of personnel who arc 
highly trained in development banking is built up. 

119. An examination of the position regarding land 
development banks indicates that, barring a few, the majority 
have not been able to equip themselves with personnel for 
management in both quality and quantity. It is necessary that 
the land development banks should introduce modem 
management techniques in their operations a system of con- 
tinuing analysis of policy and procedures and observe an in- 
creasing degree of cost consciousness. 

120. As a long-term policy, land development banks 
should aim at having their own personnel at all levels except 
probably for certain technical staff. This docs not, however, 
mean that the banks should not utilize the service of the of- 
ficers in the state governments or of other institutions. Nor is 
it practicable for the banks to undertake an immediate 
change in the existing arrangements or replacement of the 
staff on deputation with their own staff. The objective should 
be to initiate a process by which the present practice of banks 
depending heavily on the staff of the state governments k 
dispensed with, though the senior officers of the eonccme 
department can certainly be assisted with the work of banks 
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in an advisory or consultative capacity. 

121. Depending on the size of the state as also the nature 
of the land development banking structure, each central land 
development bank should have regional offices generally with 
an area of operation coterminous with the revenue divisions 
in the state. A group of such regional offices may be put un- 
der the control of zonal offices in due course. The functions 
of the regional offices should be mainly to provide continuing 
supervisory link between the head office management per- 
sonnel and the field level personnel. The regional units 
should be mainly in the nature of inspection and vigilance 
units which would also ensure coordination and provide two- 
way communication between the field level and the tehsil and 
district levels and the apex level. 

122. The professional staff should be fully empowered to 
settle executive and administrative matters. The functions of 
the democratically elected members of the boards should be 
confined to policy making and assistance in matters such as 
popularizing schemes of agricultural development, sale of 
rural debentures and recovery of loans. 

123. Each central land development bank should initiate 
immediate action for constituting an integrated staff struc- 
ture comprising (a) Managers at the apex level (operations, 
administration, finance, accounts and technical); (b) Zonal/ 
Regional Managers (Development/ Assistant Development 
Officers) and inspectors at the zonal/regional level; (c) 
Managers, loan officers, accountants, technical officers and 
recovery officers at district levels where the central land 
development bank has district branches or where there are 
primary banks at the district level; and (d) key personnel like 
managers and chief accountants of the primary banks at sub- 
division/tehsil/ block level. This cadre of personnel should 
be controlled by a central staff committee of the central land 
development bank which will be purely a committee of offi- 
cials under the chief executive officer. 

124. The National Co-operative Land Development 
Banks Federation may prepare a panel of chief executive of- 
ficers who have the necessary background and experience in 
order to enable the member-banks to fill the posts of chief 
executive officer. This panel may consist of (a) persons who 
have already gained experience and (b) persons who may not 
have direct experience in all the fields of activities but who 
can, with suitable orientation, equip themselves to fill the 
posts of chief executives. This panel could also be set up in 
pursuance of the decisions taken by the Consultative Council 
on Co-operation at its meeting held in New Delhi on 24 April 
1974 that each state may have a state level panel authority on 
the lines of the Authority for national level federations. The 
first alternative is to be preferred, namely, the National Co- 
operative Land development Banks Federation being in 
charge of the work of preparing a panel of chief executive of- 
ficers. Such a panel can be constituted from among persons 
available in organizations such as the Agricultural Credit 
Department of the Reserve Bank of India, Agricultural 
Refinance Corporation, land development banks and the 
state government officers including those from the IAS 
cadre. 

125. It is essential for central land development banks to 
initiate Immediate action In order to implement the Manage- 
ment Trainees Scheme recommended by the Reserve Bank in 
March 1973 with suitable modifications according to local re- 
quirements. The young executives selected under the scheme 
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should be given necessary training in banking and other fields 
and they should form a core from which in due course the 
top management personnel can be appointed. 

126. It is necessary that the scales of pay and conditions 
of service of the personnel working in the land development 
banks should be made sufficiently attractive. The banks 
would do well in this connexion to have a Staff Service and 
Recruitment Board consisting of the chairman, the managing 
director, an economist, a person qualified and experienced in 
technical aspects of agricultural development and a personnel 
management specialist. The functions of this Board should 
be: (a) to lay down policies and procedures pertaining to the 
recruitment of the staff by prescribing minimum qualifica- 
tions and experience necessary for the staff; (b) to interview 
the candidates preceded by a written test; and (c) to recruit 
persons belonging to the senior, middle and primary levels. 

127. Norms in respect of numerical strength of various 
cadres at different levels except for the top personnel like 
managing director, manager, chief accountant etc., will 
depend on the volume of business of the bank, including the 
number of loan accounts, the total advances and outstand- 
ings, the area of operation and so on. It will be helpful if a 
detailed exercise in this connexion can be undertaken by the 
National Co-operative Land Development Banks Federation 
for the benefit of its member-banks. 

128. It is essential to conduct short duration courses (not 
exceeding 3 months) in various aspects of management train- 
ing at the training centres organized for the personnel of the 
land development banks by the State Co-operative Unions 
and the National Co-operative Union of India. The training 
of personnel should not end with the initial course of three 
months, but it should be a continuous process in as much as 
the basic management training course should be followed by 
a series of refresher courses for which the College of Agricul- 
tural Banking at Poona will have to be suitably equipped and 
strengthened. In order to enable the college conduct various 
courses for the training of personnel of land development 
banks, the Reserve Bank may consider including in the 
faculty staff of the college one or two officers from the 
central land development banks who have adequate ex- 
perience in various aspects of the working of these banks. 

129. Additionally, it is necessary to provide for the orien- 
tation of field personnel through the core personnel who are 
trained at the college of Agricultural Banking, Poona. These 
personnel should conduct orientation seminar camps and 
brief and acquaint the field personnel in respect of the latest 
policies and programmes pertaining to long-term agricultural 
credit 

130. The Committee for Co-operative Training may con- 
duct a variety of functionally-oriented courses at the training 
centres run by the state co-operative unions. The subject 
matter and contents of the functionally-oncntcd courses for 
personnel at different levels may be as follows: 

(1) Special course for Accountants of primary bank. 

(2) Special course in loan appraisal for field personnel 
like supervisors 

(3) Familiarization Course in technical matters like study 
of contour maps, groundwater development, study of revenue 
records, study of aspects like extending electric connexions in 
rural areas etc. 

(4) Familiarization Course for recovery of dues includ- 
ing: 
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(a) coercive measures; 

(b) collection at procurement centres, where monopoly 
procurement is introduced; 

(c) efforts at linking credit with marketing. This list is 
not comprehensive but illustrative. A more comprehensive 
list may be drawn by the Committee for Co-operative Train- 
ing in consultation with National Co-Operative Land 
Development Banks Federation. 

(131) The scheme for technical personnel in land 
development banks is essential for providing a nucleus of 
technical competence in the banks to help the officers of the 
banks in dealing with schemes, bringing about liaison with 
the technical department of the state government including 
the state groundwater directorates and bodies such as the 
state electricity boards and guiding the field staff of the 
primary banks on technical aspects of the terms and condi- 
tions of the loans and compliance thereof. Such technical 
personnel in the central land development banks should be 
sufficiently senior and should receive orientation training in 
land development banking so that they have a fair general 
knowledge of the banking aspects of the schemes, apart from 
their purely technical aspects. Some of the technical staff may 
be posted in the banks’ zonal offices to assist the banks’ 
district/regional staff in examining the technical feasibility of 
schemes and effecting liaison with the district level technical 
officers of the state government like Deputy Director of 
Agriculture, Horticulture Officer and Engineer of the State 
Electricity Board. 

132. Depending upon the size and scope of developmen- 
tal schemes financed, the bigger primary land development 
banks may also have one or two technical officers for field 
work. Such officers while being under the administrative con- 
trol of the manager or secretary of the primary land develop- 
ment bank, should work under the technical control and 
direction of either the technical officers of the central land 
development bank or under the state government’s technical 
officer like the Deputy Director of Agriculture. Otherwise, 
they will be wasted on aimless general work. 

133. Central land development banks should have a few 
picked and well-qualified technical officers in subjects like 
hydrogeology, land levelling and reclamation, dry farming, 
horticulture etc., depending upon the type of developmental 
schemes being financed by them. Such staff may, in course of 
time, be posted in the zonal offices of central land develop- 
ment banks situated in the divisional headquarters and serv- 
ing a group of regional or district offices. TTiis technical staff 
should not be in duplication of the technical staff of the state 
governments. 

It is obviously impossible and unnecessary for land 
development banks to have an elaborate technical staff be- 
cause giving technical advice and effecting technical supervi- 
sion is the responsibility of the state government’s technical 
departmental staff which is sufficiently large and widespread 
and has been built up over the years. 

134. The chief executive officer of a central land develop- 
ment oank should be the leader of a team consisting of tech- 
nical officers (including agricultural economist) and banking 
officers. It is only in this manner that central land develop- 
ment banks and primary banks, in conjunction with the staff 
of the state government’s technical departments, especially 
Agriculture, Irrigation, Horticulture etc., can be able to play 
a meaningful role in the actual preparation of local agricul- 
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tural development schemes instead of leaving this vital work 
almost entirely to the state government as is largely the posi- 
tion today. Land development banks will thus have a key role 
to play in the actual formulation of schemes, and for this pur- 
pose, they should have trained key technical officers who will 
be able to effect liaison with the state government’s technical 
departments at the headquarters, advise the bank manage- 
ments in regard to the technical feasibility of schemes, ex- 
plore the possibilities of having new schemes of productive 
agricultural lending in their areas in collaboration with the 
technical departmental staff of the state governments and 
help in preparing guidelines for scheme preparation for the 
use of the district or regional offices of central land develop- 
ment banks which should be manned by a competent, well- 
trained and specially selected development officer/assistant 
development officers with sufficient banking background and 
executive experience who will head an informal team consist- 
ing of the deputy director of agriculture, deputy director of 
horticulture, deputy registrar of co-operative societies and a 
few others including the engineer in charge of the 
district/local office of the state electricity board, the district 
statistical office, and the regional officer of the state 
groundwater directorate. 

135. The informal team will of course have to draw upon 
the experience of the staff however down, viz., the state 
government’s block staff, particularly technical staff and 
other staff of the primary land development banks. Such an 
informal team should be able to make meaningful the task of 
formulation of agricultural development schemes which 
today is done mostly in the headquarters of the states and 
then broken down into district and sometimes block plans 
arbitrarily. Such teams can be formed at the block level also 
wherever feasible in the case of areas having potential for 
agricultural development and can be headed by the manager 
of the primary land development banks. In this effort, of 
course, as many cultivators as possible should be contacted 
while formulating the schemes so that they can be finalized 
taking into account the requirements of the local situation. 
Special efforts should be made to contact as many small 
farmers as possible so that their specific problems are taken 
into account such as the need for longer repayment, while 
formulating the schemes. Identification of areas suitable for 
agricultural development schemes, contacting cultivators, in- 
cluding in particular small farmers, will all form part of the 
detailed work of scheme formulation. The leadership and 
drive will have to come from the team leader who will be the 
Development officer/Assistant development officer of the 
zonal or district or regional office of the central land 
development bank. To illustrate, for minor irrigation 
schemes the informal team will meet in the regional office of 
the central land development bank or elsewhere and discuss 
the rough outline of a scheme prepared by the development 
officers/assistant development officer of the central land 
development bank. The team will then find out the type of 
data to be supplied by the deputy director of agriculture or 
regional office of the State Groundwater Directorate regard- 
ing groundwater availability, cropping pattern etc-, and by the 
Engineer of the State Electricity Board regarding availability 
of electric connexions in the scheme area and so forth. Then 
a draft scheme can be prepared by the development 
officer/assistant development officer to be further discussed 
and finalized at further meetings of the group. Thus there 
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should be informal team work at the district and block level, 
the role of coordination and preparation of schemes being 
played by the development officer/assistant development of- 
ficer of the central land development bank. This is as it 
should be because the schemes arc the banks’ schemes and 
not of the government’s. Such type of arrangements cannot 
be played by all central land development banks. But it 
should be possible for at least some of the banks to make a 
beginning in this direction. The central land development 
banks in states such as Andhra Pradesh, Karnataka, Tamil 
Nadu, Madhya Pradesh and Uttar Pradesh will be able to at- 
tempt this and make a success of it provided the necessary in- 
itiative is taken by the central land development banks and 
full support is given by the state governments. For this, the 
government's technical departmental officers should shed 
their compartmental and individual approach and work as 
members of a team. The success of this scheme also depends 
upon the drive, competence and status of the development 
offficer/assistant development officer of the central land 
development bank who should have qualities of leadership, 
drive and ability for co-ordination. This arrangement will also 
relieve the government departmental technical officers of 
scheme preparation work which they do now in isolation and 
without due regard to the banking aspects and will enable 
them to concentrate on their main work which, in the case of 
the deputy director for agriculture, for example, is extension 
work, ensuring supply of fertilizers and seeds, etc. 

136. There are arrangements for co-ordination in almost 
all states at the state level and in some 'cases at the district 
level as well. The Agricultural Production Commissioner or 
Development Commissioner of the state is usually the chair- 
man of the committee at the state level which includes senior 
officers of the various departments and agencies, viz., 
Agriculture Department, Co-operation Department, Hor- 
ticulture Department, Irrigation Department, Groundwater 
Survey Department/Directorate, State Electricity Board etc. 
In some states at least the state level committees are quite 
active and are performing a useful role. Coordination at the 
lower levels seems to be inadequate in most states. There are 
some states where district committees under the chairman- 
ship of the Collector are constituted to review and deal with 
problems in implementation of the schemes sanctioned by 
the Agricultural Refinance Corporation. However, in several 
cases, the meetings of the committees are not regularly held. 

137. It is of crucial importance that the bank officials and 
technical officers at the district or regional and block levels 
work together in informal teams as indicated in recommen- 
dation No 134 and such small teams of officers— both general 
and technical— of land development banks and the state 
governments functioning at the district/regional/block levels, 
will be far better in effecting coordination and in making the 
work of the formal co-ordination committees effective. 

138. The co-ordination committees at the state and dis- 
trict levels should include a senior officer of the central land 
development bank. 

139. The Agricultural Production Commissioner/ 
Development Commissioner who is usually the chairman of 
the state level co-ordination Committees should be in charge 
of all the connected departments of the’ government espe- 
cially Agriculture, Co-operation, Irrigation, Animal Hus- 
bandry, Fisheries, Poultry and Horticulture, if he is to be an 
effective coordinator. This is not the case in some states. 


140. The role of the Reserve Bank will be even more im- 
portant in the fight of our various suggestions and recom- 
mendations contained in this report. These are as follows: 

(a) The Bank may make available to the National Co- 
operative Land Development Banks Federation, panel of 
names of officers suitable for being appointed as chief execu- 
tive officers m the central land development banks. 

(b) The Bank may introduce a detailed scheme for 
regular inspection of at least the bigger primary land 
development banks, say once in two years, instead of the 
present system of visits to a few banks at the time of the in- 
spection of central land development banks. This is essential 
in view of the large amounts provided by the primary banks 
for investment in agriculture and also with a view to improv- 
ing the operational efficiency of the banks. 

(c) The Reserve Bank may expand the facilities for train- 
ing in land development banking at the College of Agricul- 
tural Banking Poona indicated in recommendation No 128. 

(d) The Bank may conduct regular and detailed inspec- 
tions of central land development banks at least once in 18 
months instead of much longer intervals as at present. For 
this purpose the inspection staff of the Bank’s Agricultural 
Credit department should be suitably strengthened. 

141. There is need for the Agricultural Refinance Cor- 
poration to take more active interest in the actual working of 
the land development banks and in improving their methods 
of working For this purpose, the Agricultural Refinance Cor- 
poration may help each central land development bank in 
preparing a stafT development plan, including technical staff, 
and the most appropriate set up of staff. The Agricultural 
Refinance Corporation can also help the banks actively in 
identifying new areas of investment to enable them to main- 
tain the tempo in their loaning operations. 

142. The Agricultural Refinance Corporation’s relation- 
ship with the land development banks can be further 
strengthened by its providing orientation training facilities to 
the management trainees or senior executives of the banks 
and by introducing a scheme for exchange of officers which 
will be to the benefit of both the institutions, viz., the 
Agricultural Refinance Corporation and the land develop- 
ment banks 

143. There is considerable scope for the National Co- 
operative Land Development Banks Federation helping land 
development banks in their further development. 

The Federation should have a Division of Studies and 
Research headed by a very senior officer who should be 
helped by other officers and supporting staff. This division 
should undertake detailed studies of the various aspects of 
the working of land development banks, especially the banks 
in the co-operatively weak states, and make detailed suggest- 
ions for improving their operational efficiency including 
simplification of procedures— a sphere in which very little 
study has been done by any agency. Further, the Federation 
will have to devote greater attention to the banks in co- 
operatively weak states where a programme for their reor- 
ganization is to be taken up in pursuance of the recommen- 
dations contained in this Report. The Federation could also 
play an active role in the collection and publication of statisti- 
cal data in respect of land development banks by means of 
Reviews, Bulletins and Brochures on a regular and planned 
basis. 
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Chapter 13: Legislation 

144. In several states, some of the important provisions 
in the Maharashtra Co-operative Societies Act such as those 
relating to public enquiry, priority of mortgage in favour of 
land development banks, granting of loans to tenants, 
recovery of loans as arrears of land revenue and constitution 
of guarantee funds to meet losses have already been incor- 
porated either fully or with certain modifications. There are, 
however, states like Assam, Himachal Pradesh, Jammu & 
Kashmir and Tripura where they are yet to be adopted. 
These ''provisions are necessary to cut down delays in 
sanctioning loan applications and to enable the land develop- 
ment banks to adopt progressive loaning policies such as 
giving loans to tenants etc. These provisions also include ade- 
quate powers to the banks for effecting recovery of overdue 
loans as arrears of land revenue. It is, therefore, recom- 
mended that each state may review the present legal 
framework regarding the working of land development banks 


and enact suitable provisions on the lines of those in the 
Maharashtra Co-operative Societies Act. Such a step will go a 
long way in helping the banks in increasing their lending 
operations. / 6 

145Jn many states, land reforms legislation has been 
enacted, one of the objects being to fix a ceiling on individual 
land holding This has created in some instances a sense of 
uncertainty in the minds of the borrowers of the land 
development banks. In a few states such as Jammu & Kash- 
mir, Himachal pradesh, Orissa and West Bengal the land 
reforms legislation (as enacted) does not provide for transfer 
of liability on account of loans taken from land development 
banks to the persons who acquired the surplus land conse- 
quent upon the enforcement of land ceilings. This may affect 
the interests of the banks in case there is default by the bor- 
rowers. The state governments may make suitable provisions 
in the land reforms legislation so that the interests of land 
development banks are not affected by transfer of land due 
to land ceilings. 
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RECOMMENDATIONS 
Coarse Cereals 

Generally , coarse cereals are grown under rainfed condi- 
tions. Arid and semi-arid lands account for a substantial area. 
The percentage of irrigated area to total area is highest in the 
case of barley, being about 50 percent. In the case of maize, 
only 18 percent of the sown area is under, irrigation. Jowar 
and Bajra, the two most important coarse cereals, have as 
low as about 4 percent of the area under irrigation. The 
average of all the cereals taken together works out to 10 per- 
cent. 

The coarse cereals have had a much lower rate of growth 
than the superior grains '(wheat and rice taken together). The 
average output of superior grains in the triennium ending 
1971-72 was 37.3 percent higher compared to the average 
output in the triennium ending 1964-65 while in the case of 
coarse cereals the corresponding increase was only 11.6 per- 
cent. The average compound rate of growth for the seven 
year period works out to 4.6 percent for superior grains as 
against only 1.6 percent for coarse cereals. 

One reason for sluggish growth of output of coarse 
cereals has been the fact that only in Gujarat, Madhya 
Pradesh, Orissa, Rajasthan, Punjab and Haryana, there has 
been a siezable increase in area in recent years. In alt other 
cases, the area has either decreased or remained stagnant. 
There is also the factor that when a dry area is brought under 
irrigation, it often tends to be diverted to superior grains or 
non-food crops. The area under coarse cereals largely 
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remain* unirrigated and low yielding. Finally, except in the 
ease of bajra, the high yielding varieties programme has not 
made much headway. There has thus been no significant im- 
provement in per hectare yields. In the case of jowar yields 
per hectare has, in fact, declined. 

Jowar is the most important coarse cereal, accounting for 
about 30 per cent of the total output of these cereals. It is 
grown both in Kharif and Rabi seasons. The main producing 
states are Maharashtra, Mysore, Madhya Pradesh and 
Andhra Pradesh. These account for about 80 per cent of the 
total output Rabi jowar accounts for about 30 per cent of the 
total output There has been a sizeable decline in jowar out- 
put in the triennium ending 1971-72 compared to the trien- 
nium ending 1964-65. This is accounted for by decline in both 
areas and yield. Except for Mysore where there has been an 
increase in area as well as yield, output has declined in all 
major producing states, particularly Maharashtra, Apart from 
the fact that during the last three years weather has been par- 
ticularly adverse to jcrwar, the hybrid jowar programme does 
not seem t6 have made any tangible impact except in Mysore. 

Bajra is the next important coarse cereal. The important 
producing states arc Rajasthan, Gujarat, Uttar Pradesh, 
Haryana and Maharashtra which, among themselves, account 
for 80 percent of the total output Unlike jowar, bajra has 
registered a high rate of growth in production. The average 
output in the triennium ending 1971-72 was 51-5 per cent 
higher than iir the triennium ending 1964-65. This gives an 
average annual compound rate of growth of 6.1- per cent. 
The major contribution has come from improvement in yield 
per" hectare. This is because of the fact that Bajra is 
predominantly a rainfed crop. The substantial increase in 
productivity has been made possible by the success of the 
Hybrid Bajra programme. Rajasthan, however, remains 
largely unaffected. If 1970-71 is excluded, as it had an excep- 
tionally favourable season, the average yield in this state has 
registered only a marginal increase. If the hybrid bajra 
programme catches on also in Rajasthan, substantial further 
increases in total output could be hoped for. 

Maize is predominantly a kharif crop, though it is also 
sown to a small extent in Bihar and Mysore during the sum- 
mer seasons. The important producing states are Uttar 
Pradesh, Punjab, Rajasthan,Bihar, Madhya Pradesh, Gujarat, 
Andhra Pradesh and Mysore which together account for 
about 82 per cent of the total output. Average output in the 
triennium ending 1971-72 was 31.5 per cent higher compared 
to the triennium ending 1964-65. The average annual com- 
pound rate of growth for this period works out to 4 per cent 
Unlike bajra, the increase is attributable mainly to expansion 
of area rather than improvement in productivity. This is so 
in spite of the fact that over 18 percent of the area under 
maize is irrigated as against about 4 percent under bajra. 

Major Ragi producing states are Mysore, Tamil 
Nadu,Andhra Pradesh, Uttar Pradesh and Maharashtra. 
They account for about 84 percent of the total output The 
average output in the tnenmum ending 1971-72 was barely 6 
percent higher than the average for the triennium ending 
1964-65. There has been a small improvement in productivity 
while the area has virtually remained unchanged. 

Small millets are mainly grown in Andhra Pradesh, 
Tamil Nadu, Madhya Pradesh, Uttar Pradesh, Mysore, 
Gujarat and Bihar. These states account for about 90 per 
cent of the total output. The average output in the triennium 


ending 1971-72 was about 82 percent lower than in triennium 
ending 1964-65. This fall in output is almost wholly at- 
tributable to decline in productivity. Perhaps, the small mil- 
lets are being pushed on to even more and more inferior 
lands. The area has remained more or less stagnant 

Uttar Pradesh and Rajasthan arc the most important 
barley growing states accounting for about 76 percent of the 
total output The average output in triennium ending 1971-72 
was 14.6 percent higher compared to the average for the 
triennium ending 1964-65. During this period, area declined 
by 8.8 percent The 14.6% increase in productivity, therefore, 
indicates a substantial improvement in productivity. This is, 
perhaps^ttributable to the fact that some 50 percent of the 
area under the crop is irrigated. 

The coarse cereals have shown not only a sluggish rate of 
growth but also large fluctuations in output from year to 
year. During five years 1967-68 to 1 971-72, total output has 
ranged from 24.4 million tonnes to 30.6 million tonnes. The 
principal coarse cereals, namely, jowar, bajra and maize arc 
particularly susceptible to large annual variations in output 
During the above five year period, the output of jowar has 
ranged from 7.7 to 10 million tonnes, bajra from 3.8 million 
to 8 million tonnes and maize from 5 million to 7.4 million 
tonnes. Since only a small proportion of the total area par- 
ticularly in the case of jowar and bajra is under irrigation, 
vagaries of weather have a large impact on output. Much 
more than wheat and rice, the coarse cereals are a gamble in 
monsoons. 

The total output of coarse , ‘cereals is projected to go up 
by 19.3 percent as against 22.6 percent increase projected for 
wheat and rice taken together. The average compound rate 
of growth works out to 3.6 percent per annum as against the 
average rate of 1.6 percent observed in recent years. 

The increase of 193 per cent over the Fifth plan period 
is to be achieved through 33 percent expansion in area. The 
average annual increase in area works out to 0.7 percent and 
that in productivity to 2.9 per cent. 

In consequence of sluggish output against expanding 
money demand, prices of coarse cereals have shown a general 
rising trend. While the general trend has been upward, sharp 
fluctuations in output have resulted in even sharper fluctua- 
tions in price. In good years like 1970, prices have fallen to 
unduly low levels while in scarcity years like 1973 these have 
risen to exorbitantly high levels. 

In recent years, only small quantities of coarse cereals 
have been procured by Government. The maximum quantity 
procured was 0.77 million tonnes in 1967-68; since then there 
has been a steady decline in procurement. In the last few 
years, procurement has fallen to much below even the level 
attained in the drought years of 1965-66 and 1966-67. As a 
result the Government has been in no position to prevent a 
sharp rise in the price of coarse cereals in 1973. With the on- 
set of the lean season, these prices have attained dizzy 
heights. 

Issues through the public distribution system have been 
generally laiger than procurement This was made possible 
by imports. While there were no imports of coarse cereals 
during 1970-72, in the current years some imports of milo 
have been arranged. 

Coarse cereals are the poor man’s food, even though in 
certain regions these are more or less a staple diet also of 
better off sections. It is necessary to ensure availability to the 
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common man at reasonable price at least in areas where 
coarse cereals are a staple diet The only effective long-term 
solution seems to be in building up the capability of the 
public distribution system for procurement and issues of 
much larger quantities of coarse cereals, particularly jowar, 
bajra and maize than has been the case in the last few years. 
Ibis task will be facilitated if the envisaged increase in 
production of coarse cereals materialises. This underlines the 
importance of effective measures for raising the output of 
coarse cereals in spite of the fact that irrigation very often 
leads to diversion of area from coarse to superior cereals. 

In 1966 over 1.8 million tonnes of coarse cereals were 
issued through the public distribution system. In the follow- 
ing year the quantity rose to the record figure of 2.8 million 
tonnes. It is doubtful whether issues of this order would be 
attainable in the Fifth Plan period without large imports 
which are not contemplated. Moreover the issues will vary in 
good and bad crop years. Unless the coarse cereals are made 
available at a highly subsidised price, off-take from the public 
distribution is likely to go down in a good crop year. On the 
other hand, much larger numbers are likely to depend on 
issues from the fair price shops in a poor crop year. It would 
be reasonable and realistic target for the Fifth Plan to aim at 
1JS million tonnes of issues in a poor crop year and 0.75 mil- 
lion tonnes in a good crop year. 

Adequate procurement is crucial to the fulfilment of the 
targets in respect of issues and buffer stocks of coarse 
cereals. In the absence of effective arrangements for procure- 
ment the system would languish and die out. So far, coarse 
cereals have been purchased in the open market under price 
support operations except in Maharashtra, where monopoly 
procurement has been in force, and in Mysore, where a levy 
on producers has been in operation. A levy on dealers was 
imposed in Punjab, Madhya Pradesh, Rajasthan and Uttar 
Pradesh during 1972-73. A suitable package of devices has to 
be worked out for more effective results in the future. 

The monopoly procurement scheme which is operated in 
Maharashtra, is subject to several loopholes. Lately, it has 
been yielding rather meagre results. Ibe results achieved in 
Mysore by levy on producers are even more insignificant than 
by monopoly procurement in Maharashtra. 

When the takeover of wheat and rice is stabilised it will 
be necessary to extend this also to coarse grains, inter alia, 
with a view to avoiding the possibility of inter-crop distribu- 
tions throughs which over of an area to coarse cereals. 
Otherwise, in these circumstances, it would be conducive to 
more efficient management of the food economy, in good as 
well as bad years, if wholesale trade in all cereals is in public 
hands. It is, however, necessary to work out adequate ar- 
rangements for procurement for the period till such time 
when the conditions arc considered ripe for the takeover. 
For this period in the light of past experience and the 
production characteristic of coarse cereals mentioned earlier, 
we would suggest a combination of an adequate support and 
procurement price and an appropriate levy as the basic sys- 
tem of procurement It may be left to the individual state 
Governments to decide, in the light of their circumstances 
and capabilities whether to have a levy and, if so, whether to 
have it on traders or on fanners or a suitable combination of 
the two. In making this choice, the states will no doubt have 
to take into account the system adopted by them for wheat 
and rice. 


In poor crop years the procurement price may be fixed at 
an appropriately higher level than the support price. The 
support price may be indicated at the beginning of the sowing 
season while the procurement price may be announced only 
when the crop prospects are reasonably clear. 

The success of this system will depend firstly on an ade- 
quate support price. It must be an effective and not a mere 
paper price. In other words, it must be fixed at a level which 
the market price is likely to come down to in a good crop 
year. While the support price may be related to the cost of 
production, in estimating the former the various cost ele- 
ments may be allowed on rather liberal basis. Moreover, the 
costs may be estimated not in reference tb good crop year, 
but an average of good, bad and normal years. Coarse 
cereals arc mostly grown in dry regions which, -for want of 
adequate irrigation facilities, are poor and backward. A 
liberal support price will also serve the ends of social justice 
and provide some relief to areas that have not so far had 
their due share in economic development. In the relatively 
well off wheat growing regions, an adequate price for coarse 
cereals will also provide an added incentive to extend area 
under kharif cereals. In these regions, because of climatic 
reasons, kharif cereals, for example maize often involve 
higher costs of cultivation per hectare than wheat in rabi. 
This factor must be taken into account in fixing the support 
price for coarse cereals if the wheat growing regions are to be 
encouraged to put in extra efforts in growing kharif cereals as 
a second crop in lands which are not suitable for rice. 

The procurement price may be looked upon mainly as a 
device for procurement. In line with this concept, the 
procurement price may be fixed only after the crop prospects 
are quite clear. In poor seasons, it would need to be fixed at a 
level appropriately higher compared to the support price. In 
good seasons, the procurement price need not be fixed at a 
level higher than the support price. The fact that the output 
of coarse cereals is subject to wide fluctuations means that, in 
good years, the output can be much above the normal. This, 
given an adequate price, should make it possible to procure 
large quantities at the support price. No such opportunity 
should be allowed to go waste for want of adequate prepara- 
tions for procurement. 

While adequate support and procurement prices may 
help to procure substantial quantities of coarse cereals in a 
good crop season, for pushing up procurement to the levels 
envisaged above an element of compulsion will also be neces- 
sary. This' would be even more necessary in a poor crop year 
when, unless the procurement price is fixed at an inordinately 
high level, voluntaiy procurement is likely to be very inade- 
quate. In the context of the production characteristics of 
coarse cereals an element of compulsion may be provided by 
a levy as discussed above. 

Where a levy on traders is resorted to, its success will 
depend apart from a high personnel of public procurement 
agencies on the existence of widespread and efficient system 
of regulated markets. In several of the main producing states, 
a fairly good system of regulated markets already exists. In 
others this will have to be created as a matter -of high 
priority. It is only this way that it can be ensured that a high 
proportion of the marketable surplus actually arrives in 
markets and is either directly purchased by the public 
agencies or, at least, becomes subject to the levy on traders. 

Pulses 
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Pulses are a major source of protein in the Indian diet 
The major pulses produced in the country are gram (Bengal 
gram), tur (Arhar or Red gram). Other pulses produced in 
the country include urad (Black gram), mung (Green gram), 
Kulthi(horse gram), masoor (lentils), kesari(lakh), moth, 
peas and beans. Pulses account for about one-fifth of the 
acreage under foodgrains and one-ninth of their output. 

There has been stagnation, with substantial decline in 
some years in the output of pulses since 1960-61. As a result 
there has been a declining trend in the per capita net 
availability of pulses for human consumption. 

The per capita net availability in 1971-72 was only 17.2 
kg. per annum as against 25.2 kg. in 1960-61. The substantial 
decline in availability is a matter of concern. It makes it all 
the more difficult to provide a balanced diet to our people 
particularly those in the poorer states who cannot afford to 
make up the deficiency by taking a quantum of milk, 
meat, and fish. 

We have come to the conclusion that as long as supply- 
demand imbalance remains as acute as at present, adequate 
availability to the common man at reasonable prices is an un- 
attainable objective. A substantial increase in production is 
an essential prerequisite for the realisation of this objective. 
However, even if the ambitious Fifth Plan target for pulses is 
realised, it is doubtful if this by itself would solve the 
problem of assured availability to the common may at 
reasonable prices. For one thing,this level of output may not 
fully come up to the total quantum of demand at that time. 
In fact the Steering Group on Agriculture has estimated this 
demand at 16 million tonnes even though it refrained from 
suggesting the same as the output target as this would have 
been too unrealistic. Secondly, the area under pulses would 
continue to be largely rainfed with the inevitable conse- 
quence of large fluctuations in annual output. The consumer, 
therefore, has to be protected against the consequences of 
vagaries of weather as well as againk the depredations of 
speculators and hoarders who, in terms of their basic motiva- 
tion, always try to take advantage of fluctuations in output to 
fleece the consumer as also to deny the producer his due. 
For these reasons we have come to the conclusion that, in the 
long run, the public distribution system must also cover a 
substantial proportion of the total. 

While the public distribution system could grow to a 
satisfactory level only when the envisaged increase in the out- 
put of pulses materialises, a beginning even if a modest one 
may be made right now in bringing pulses within the scope of 
the public distribution system. Adequate support and 
procurement prices and an appropriate levy may be adopted 
as the two basic devices for procurement more or less in the 
manner indicated in the case of coarse cereals. During the 
next few years, before production comes up to a satisfactory 
level, the feasibility of some very limited imports at 
reasonable prices may also be explored. 

In the initial stages when the supplies available to the 
public distribution system may be very limited the issues will 
have to be very selective. These may be restricted to such 
obvious cases as ares with large concentration of workers or 
the poorest strata in some of the very backward regions. The 
coverage may be extended pari passu with the ability of the 
system to procure. 


Sugar, Gur and Khansari 

Sugar, Gur and Khansari are essential sweetening agents 
in the predominantly vegetarian Indian diet. However, since 
several decades now, except for very limited periods, the 
position in respect of their availability and prices has seldom 
been satisfactory. It is necessary to work out and implement 
a long term policy designed to provide assured availability of 
sugar and allied products to the common man at reasonable 
prices. We feel that it is an attainable objective. . 

The cost of Indian sugar is much higher than the price in 
international markets. Economies in cost are, therefore, an 
urgent neccesity. 

It may be seen that cane accounts for 70 per cent of the 
cost of sugar. It is, therefore, necessary to undertake all pos- 
sible measures to produce cane at a lower cost At the same 
time it is necessary to resist pressure to push up cane prices 
to unjustifiable levels. In the interest of sustained long term 
growth of the industry on a sound basis as also for ensuring 
the consumer of adequate availability at reasonable price it is 
as necessary to avoid excessive price as unremuneratrve price. 

In many cases reduced overall efficiency measured by the 
percentage of sugar obtained in bags compared to sugar in 
the cane is below the normal level of 84 percent. Fuel con- 
sumption is often high. While these losses and diseconomies 
can be reduced by technical measures, a well conceived and 
phased out programme of modernisation is overdue. In 
several cases it may be necessary to relocate small units at 
more appropriate locations. Whatever organisational, in- 
stitutional, technical and financial measures are called for by 
modernization, expansion and relocation must receive high 
priority in the Fifth Plan. Making due allowance for limita- 
tions of finance and availability of indigenous machinery, a 
properly phased programme and appropriate financing ar- 
rangements must be worked out 

The cost of sugar would also be reduced if there is full 
utilization of capacity. For this it is necessary to ensure ade- 
quate quantities of cane to the mills. Among other measures 
it is necessary to develop sugarcane around factory areas and 
tq restrict installation of new khandsari and large scale gur 
making units in these areas. A factory development plan may 
be prepared for each area and Implemented in a phased man- 
ner. Another way to reduce costs of sugar manufacture could 
be to make a fuller and more profitable use of byproducts 
such as bagasse, molasses and press mud. 

The mills must receive a reasonable price for molasses. 
The larger the recoveries on account of the by-products, the 
lower will be the cost of manufacture of sugar. Labour 
productivity is generally low. Over 10 man days are required 
per tonne of sugar compared with about 2 in the Philippines. 
There is thus considerable scope for improvement in labour 
productivity. 

The Task Force has estimated the cost of renovation and 
modernization at Rs.120 crores, Since renovation and mod- 
ernization often yield additional capacity the expansion will 
also take care of a part of the problem of modernization. 
Moreover it may be unrealistic both from the point of view of 
financial constraint and the availability of machinery that the 
whole backlog of modernization can be d eared in the Fifth 
Plan period. Taking these factors into account the require- 
ments for modernization may be put at about Rs.75 crores. 

Inclusive of modernization the investment requirements 
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for the Fifth Plan period would work out to around Rs.350 
crorcs. It is necessary to work out detailed and realistic finan- 
cial arrangements for putting through this order of invest- 
ment. The machinery component of this investment may be 
of the order of Rs.240 crorcs. Effective and reliable arrange- 
ments have to be made to produce this amount of machinery, 
reducing the import component to the minimum. At the 
same time adequate availability of steel, cement and other 
building materials has also to be ensured. 

Besides effective measures to realise the Fifth Plan tar- 
get for sugar production an adequate buffer stock is very 
necessary to put sugar availability on a sound footing. The 
Fifth Plan target for buffer stock may be fixed at one million 
tonnes. The buffer stock has to be in addition to the opera- 
tional stock. While the sugar season begins in October, 
production picks up only in November. In October 1978 the 
offtake may be taken at about 4.5 lakh tonnes. The deficit of 
3 lakh tonnes will have to be met by drawing down the stocks. 
The operational stock cannot be drawn down to zero at any 
time. Cane months offtake, that is 5 lakh tonnes, may be con- 
sidered as the minimum operational stock for smooth opera- 
tion of the distribution pipe line. The total requirement of 
operational stock at the beginning of sugar season may thus 
be estimated at 8 lakh tonnes. Taking the buffer stock and 
~ the operation stock together a target of 18 lakh tonnes may 
be fixed for October 1978. The total stock on 1st October 
1973 is likely to be of the order of 9 lakh tonnes. During the 
Fifth Plan period it will be necessary to add 9 lakh tonnes to 
stock besides meeting the requirements for domestic con- 
sumption and exports. 

After carefully considering the pros and cons of a duel 
market system of sugar we have come to the conclusion that 
this will need to be maintained at least till the envisaged 
buffer stock has been built up and supply position is fairly 
comfortable. Of course, if there is a major organisational 
change such as the nationalisation of sugar industry, the posi- 
tion will have to be thought out afresh. As long as the exist- 
ing organisational arrangements are maintained, a duel 
market system may provide the only practicable course to en- 
sure minimum requirements while providing the balance re- 
quirements at an appropriately higher price. In respect of 
the duel market the ratio of levy to free sugar may be main- 
tained at the ratio of 70:30. 

Failure to create efficient distribution of arrangements in 
the rural areas would have lost much of its rationale. We 
urge redoubled efforts to build up an efficient distribution 
system for levy sugar both in rural and urban areas. 

The states, it may be reiterated, must have the full 
responsibility for distribution of the quota made available to 
them. The supplies may be retailed to the consumers 
through licensed fair price shops. In order to prevent abuses 
the fair price shops must be debarred from dealing in free 
sale sugar. We understand that the State Governments have 
already agreed to do this. 

Since it is not possible for Central Government to fix 
scales of distribution to various classes of consumers in dif- 
ferent parts of the country, it has been left to the State 
Governments to do this, taking into account the habits and 
customs of the people in the matter of consumption of sugar. 
It has, indicated to the State Governments as a guideline that 
the issue of levy sugar should not exceed one kg. per head 
per month or fall below one kg.per family per month in any 
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area. This practice of State Governments varies in this 
respect. While we would not like to suggest dilution of the 
State responsibility we would commend observation by all 
the States of the ceiling and the floor indicated by the 
Centre. It would be desirable if the State could be persuaded 
to agree on a reasonable measure of uniformity in approach 
in this matter. There are continued complaints against the 
functioning of the fair price shops. The arrangements for the 
supply of levy sugar in rural areas are even less satisfactory. 
The State Governments must give urgent and concentrated 
attention to improving the retail distribution machinery par- 
ticularly in the rural areas. 

While everything possible should be done to ensure that 
there is no unjustified increase in any of the above elements 
of cost, thus ensuring a reasonable stable retail price for levy 
sugar, it may not be advisable, because of the need to 
mobilise all possible resources for development, to undertake 
an unqualified commitment for an absolutely stable retail 
price. It would be more realistic to aim at reasonable rather 
than absolute stability. 

We must break vicious cycle affecting sugar availability 
for a long period now. We will be fully rewarded for such 
restraint if conditions are thereby created for sustained 
availability at reasonably stable prices for both good and 
poor seasons. If this restraint tends to keep or push up 
prices to a level not justified by the cane prices paid by the 
manufacturers, the Government may seek to divert this 
surplus into the national fisc by raising the excise duty on 
free sale sugar. 

There is also need to evolve a long-term export policy for 
sugar. The quantity to be exported has a direct bearing on 
availability for domestic consumption. It is also necessary to 
work out long-term arrangements for financing the subsidy 
involved in exports. 

Gur and Khandsari 

There is a reason to believe that the use of gur as food is 
going down but the overall demand is maintained at about 
the same level because of certain other uses such as illicit dis- 
tillation. 

The extraction of sugar from cane is much lower in gur 
and kandsari manufacture compared to the manufacture of 
sugar in modem vacuum pan factories. There is loss of sugar 
both in not extracting the full juice from cane and not remov- 
ing the full sugar present in the juice. These traditional in- 
dustries are, nevertheless, able to carry on and compete with 
modem sugar industry because of several forms of dis- 
crimination in their favour. Unlike the sugar factories, there 
is no statutory minimum price in respect of the cane pur- 
chased by gur and khandsari producers, no purchase tax on 
cane, no obligation to buy cane only through cane societies 
(wherever these exist) and pay commission on cane pur- 
chases, no licensing and no registration with the Central 
Government, no watch on payment of arrears of cane price 
payable to growers, no control on the by-product molasses, 
no levy on output, no control on distribution, and no control 
on inter-state movement. Gar manufacturers pay no excise 
duty, not even the large producing units. There is 17 percent 
ad valorem duty on khandsari manufacture (as against 30 
percent on mills) but very often it is compounded to nominal 
figure due to difficulty of collection. Another reason for the 
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continuance of gur and khandsari manufacture is the fact that 
in cane-growing areas where there is no sugar mill, this is 
about the only available outlet. 

Gur and khandsari manufacture constitutes a very waste- 
ful use of the country’s sugarcane output The country loses 
valuable sugar; the consumers get an inferior product; and 
the Government is denied large amounts of badly needed 
revenues. The long-term policy should be to ensure that the 
proportion of cane used for manufacture of sugar should 
grow steadily. While it is neither possible nor desirable for 
employment considerations to bring about the change over- 
night, the course of development must be set firmly in that 
direction. There should be no unjustified discrimination in 
favour of gur and khandsari manufacture. Some of the sug- 
gestions for a fairer competition between the modem and the 
traditional sugarcane processing industries are given below: 

1. Since the traditional industry is under the purview of 
the State Governments, the latter may be persuaded to in- 
stitute a system of licensing of khandsari units. This would, 
inter alia , facilitate collection of essential data which are 
lacking at present. 

2. The excise duty on khandsari should be brought 
closer to that on sugar and the practice of compounding may 
be re-examined in respect of the rates and the system. 

3. Sugar molasses may be given a reasonable price. 

4. New khandsari units should be allowed to come up 
within 

10 miles radius of the existing sugar factories. The existing 
khandsari units within this radius may be encouraged to shift 
to farther areas by giving them suitable incentives. 

There is, therefore, need for technical measures for cut- 
ting down the present waste of sugar that is involved in tradi- 
tional manufacturing methods. 

It is necessary to fully establish the economics of the new 
process and to popularise. A specific programme to this end 
may be worked out for the Fifth Plan period. 

The real solution for assured availability of gur at 
reasonable prices lies in (a) large production of cane and (b) 
reasonable stability and adequate availability of sugar. If the 
output of cane is large enough to meet the full requirements 
of sugar mills and yet spare adequate quantities for 
manufacture of gur and khandsari, there would be no scarcity 
of these items. Further, if in a poor crop year, a substantial 
buffer stock of sugar is available, it would be possible to 
maintain sugar availability at a reasonable price and prevent 
a flare up in the price of free sale sugar. This will naturally 
have a stabilising impact on the price of gur and khandsari. 
Even if it were possible, it would be unnecessary to maintain 
buffer stocks of sugar as well as gur and khandsari. An ade- 
quate buffer stock of sugar can also help to impart 
reasonable stability to the price of gur and khandsari. 

Edible oils and Vanaspati 

A new public sector apex marketing organisation to be called 
Oilseeds and Vegetable Oil Corporation of India may be set 
up at an early date. It is understood that the proposal for 
such a corporation has already been accepted in principle by 
the Central Government 

All units that crush oilseeds with electric and diesel 
power (power cruhers for short) should be licensed. It should 
be made obligatory on the power distribution authorities to 


report to the oilseeds and oil corporation all crushers which 
have been grven a power connection. 

A statutory minimum price may be fixed for each of the 
important oilseeds. The minimum price must be adequately 
remunerative to the farmers. It should be obligatory for all 
power crushers to pay this price. They could, of course, pay a 
higher price voluntarily. 

A levy, at the rate of 50 percent of output, may be im- 
posed on all power crushers. The price for levy oil may be 
linked to the statutory minimum price for the relevant 
oilseed. The rate of levy may be progressively raised to 70 
percent by 1978-79. The balance may be available to crushers 
for free sale in the market or sale to the corporation at a ne- 
gotiated price. 

The Government may also fix support prices for all the 
important oils. Besides procuring the levy oil the Corpora- 
tion must be ready to buy all oil that is offered at the support 
price. The corporation may also purchase the oilseeds that 
may be available with Cotton Corporation of India or other 
procurement organisations, at a negotiated price thus adding 
to its supplies of oil. 

The Corporation may issue a part of the procured oil in 
raw form. Another part may be refined and issued as such. 
An appropriate quantity may be made available to the 
vanaspati units. For convenience in handling and for guard- 
ing against adulteration the oil should be issued into the 
public distribution system in suitable cheap containers. The 
Corporation may set up bottling plants for the purpose. 

As the supply position improves, the Corporation should 
seek to build up an oil buffer stock of 25 lakh tonnes, equal 
to about one month’s anticipated requirements in 1978-79. 
To the extent possible, concessional imports, or even imports 
at commercial terms, may be undertaken to build up the 
buffer stock. This would of course, be additional to the 
operational stocks. 

The requirements of the vanaspati producers should be 
increasingly met by the Corporation from the oil procured by 
it through levy and price support. By 1978-79 when the levy 
is proposed to be operative at 70 percent, the Corporation 
should be procuring a large enough quantity of requirements 
of vanaspati producers estimated at 0.9 million tonnes. 

There should be a levy on the producers of vanaspati. 
equivalent to the oil supplied to them by the oil seeds and oil 
corporation. The price of levy vanaspati may be linked to the 
price of oils supplied to the producers. The producers will 
be free to sell the balance in the open market. 

The states will have the full responsibility for distribution 
of their quota of oils and vanaspati made available by the 
Corporation. They may make arrangements for distribution 
through the fair price shops in about the same manner as for 
sugar. 

When in 1978-79 a large part of the oil requirements of 
vanaspati manufacturers are met by the Corporation, the 
bulk of the output of vanaspati will become available to it. 
At that time the Corporation may itself operate a duel 
market. About 70 percent of the supplies may be issued 
through the public distribution system and the balance 
through convenient mechanism to meet the requirements of 
bulk consumers and excess requirements of other consumers. 

Besides the operation of the public procurement and dis- 
tribution system, the Corporation may also undertake 
measures for increased production of oilseeds. It could play 
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an important part in developing the output of supplementary 
sources of oil by providing an assured market at remunera- 
tive prices. To that end, it will need to co ordinate with the 
Cotton Corporation of India. 

The Corporation may be entrusted with the exclusive 
responsibility for imports and exports of oilseeds and oils. 

Taking past experience into account, the only lasting 
solution for assured supply of vanaspati to the common man 
at reasonable prices seems to lie in progressively extending 
the public distribution system to this essential article. 

Milk 

The policies and measures for making available milk and 
milk products to the common man revolve on two main fac- 
tors. The First is the level of production and the second the 
availability of these commodities within the income limits of 
the common man. In case of milk, though there has been a 
progressive increase in the level of production during the last' 
two decades, the increase has not been commensurate with 
the increase in population and the increase in per capita 
demand. 

With regard to the availability of milk based products, 
the picture is not very encouraging either, even though nearly 
60 percent of milk production presently goes towards 
manufacture of milk products (mostly ghee) in the rural 
areas and to some extent for the manufacture of infant food 
etc. 

If the production targets of the individual product has to 
be increased on the basis of the estimated requirements upto 
the end of Fifth plan, then the fluid equivalent required 
would be of the order of 1.4 million tonnes per annum. 

Presently, the milk product factories especially in the 
private sector are allowed to manufacture throughout the 
year high cost products by mopping even scanty availability 
of fluid milk in lean season by paying a very high price. The 
intrusion in the same milk shed areas brings in an unhealthy 
competition between liquid milk plants and the products fac- 
tories. In view of this, it is necessary that the Ministry of In- 
dustrial Development reviews the policy regarding the licens- 
ing and working of milk product factories in the country. 

Organised milk production and supply arrangements is 
also vital and this is the guiding factor in formulation of dairy 
programmes in the Fifth plan. A sound price policy can 
achieve substantial results in augmenting production of milk. 

Cattle development coupled with dairy production and 
marketing will have to play a purposeful and gainful role in 
developing our economy. 

A time has come now to see that sectoral allocations are 
made exclusively for cattle and dairy development. If funds 
are earmarked for this specific sector, it may be possible to 
achieve substantial increases even in our succeeding plans. 

In spite of many difficulties, rapid progress has been 
made in most of the states and large dairies have been estab- 
lished with a direct link between rural producers and urban 
milk treatment units. Some of the big dairy plants have also 
established a chain of milk collection, cooling and/or chilling 
centres in the rural areas to afford necessary facilities for 
milk handling in large volume and for long distance transport 
without spoilage. These processing centres have contributed 
a stimulating effect on dairy industry throughout the country. 

The recommended policies that need to be adopted are: 

(1) Cross-breeding programmes need to be intensified 
through setting up additional intensive cattle development 


projects and special area programmes in potential milk sheds 
of the country. 

(2) Milk production being highly seasonal, the seasonal 
surpluses in certain areas will have to be conserved by setting 
up feeder balancing units for economic conservation for use 
in lean seasons by public cooperative milk schemes. 

(3) The area of procurement of each liquid milk 
plant/milk products factory will have to be clearly demar- 
cated to avoid fluid milk being diverted for manufacture of 
costly/iuxuiy milk products. 

(4) For discouraging. adulteration and also providing a 
common pricing approach to cow milk and buffalo milk, a 
two axis pricing policy based on the quantity of milk 
measured in terms of fat percentage and SNF need to be fol- 
lowed. 

(5) The infrastructure facilities for marketing of milk will 
have to be expanded through the establishment of new dairy 
plants in the public/cooperative sector to. serve as a direct 
link between rural milk producers and urban milk consumers. 

(6) The major milk and dairy development 
programme(operation flood) initiated during the Fourth five 
year plan will have to be expanded and continued in the Fifth 
plan. 

(7) In order to reduce the deficiencies in the availability 
of milk in certain regions and mop up the surpluses in certain 
other regions, steps will have to be taken for forming a Na- 
tional Milk Grid. 

(8) The feed and fodder development programmes will 
have to make up for traditional neglect and fodder seed 
production farms will have to be organised on a larger scale 
and facilities for multiplication and distribution of certified 
seeds expanded. 

(9) The production oriented programmes will have to be 
supported by adequate animal health coverage. For this pur- 
pose, measures for stepping up the production of various 
types of vaccines to meet the increasing demand will have to 
be augmented. 

In perspective planning for Animal Husbandry and 
Dairying for a 10 years period, all the above measures have 
been exhaustively dealt with. Milk production is a long-term 
measure and the genctical factors do not allow any short cut 
or expedient measures to attain this developed production. 

In addition to the projects for organising intensive 
production in selected areas, covering the milk sheds of dairy 
projects, dairy cattle keeping with high quality cattle is also 
being encouraged in the SFDA/MFAL projects by the ad- 
vance of loans and subsidy to small and marginal farmers and 
agriculture. A centrally sponsored scheme has also been in- 
cluded under the Fifth five year plan for feed subsidy for 
rearing of cross-breed heifer calves upto production stage. 

From the above, it may be seen that if milk is to be made 
available to the weaker sections of the society at a reasonable 
price throughout the year, the programme for intensification 
and stimulation of milk production in the country has to be 
stepped up with financial and other supports on a continuing 
basis in the successive plans. 

Intensification of milk production and procurement has 
to go hand in hand from the rural level and this can be 
achieved only through farmers’ involvement under a system 
of cooperativisation of production, collection and marketing. 
This concept has paid good dividends in some states, and 
development of this process has also been included in the 
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overall strategyofdairy -development 

Efgs 

With better distribution and storage conditions the 
demand for and consumption of eggs will make a substantial 
and rapid increase. 

Since the prices of pulses have gone up, protein from 
vegetable sources, which is of relatively less biological value 
than protein from animal sources, has become costlier. The 
immediate protein gap cannot be bridged through increasing 
milk production as the generation interval in the cattle is 
longer. Chicken meat can be produced within eight weeks 
from the time chicks are placed in the shed. Production of 
eggs can be had in 20 weeks and unlike agricultural crops, it 
is spread over the whole year. Egg is a near complete food 
for human beings and can, therefore, be a product of choice 
for fighting malnutrition and under-nutrition among the 
masses.- Suitable -programme, therefore, need to be adopted 
to increase its production all over the country and to keep 
the cost of production Jow so as to bring it within the reach 
of the common man. Equal emphasis will have to be laid on 
reducing the cost of production by assisting the poultry in- 
dustry in procuring its requirements of various inputs at 
cheaper rates. 

Since production through private commercial farms 
around urban centres is likely to increase substantially in the 
plan periods, it may be desirable to aim at production of half 
the number of eggs targeted for the two plan periods through 
a special programme amongst the small and marginal 
farmers. 

A poultry development programme may be launched to 
assist 3 lakh farmers in the 6th plan and 5 lakh in the 7th plan 
to set up poultry units of 100 layers each. The selection of 
fanners should be made in such a manner that as far as pos- 
sible there arc concentrated pockets of poultry farms in dis- 
tricts for easy and cheap servicing with all the required in- 
puts. The fanners may also be encouraged to organise 
cooperative societies of their own for channelising credits in 
the form of cash or inputs and effecting recove ly of the same 
through the egg marketing organisation out of sale proceeds 
of the produce delivered by them. 

These cooperatives may be granted financial incentives 
in the form of managerial subsidy and if necessary even share 
capital contribution by the State Governments. For the first 
few years, a poultry officer may be assigned to the society to 
help manage the various activities on sound scientific lines 
The societies may also be assisted to run small feed mixing 
units and marketing cell. 

It may be desirable to introduce and popularise new 
coarse hybrid varieties of maize, which are suitable for live- 
stock. The Department of Food may be requested to ear- 
mark the required quantity of maize for the poultry industry 
as they do in respect of the starch factories. 

In respect of rice polish and groundnut oil cake, the 
State Governments may be authorised under the Essential 
Commodities Act to procure from the mills full requirv 
ment of poultry industry at predetermined price based on the 
cost of production. 

With regard to fish meal, there are a number of fish meal 
plants in different States with high tonnage capacity, but the 
quantity of fish meal produced is only nominal. Since the re- 
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quired-plants and -machinery are already available steps may 
be initiated to increase the catches of fish and the fish meal 
plants run to their full installed capacity and overhead cost 
reduced to make available a good quality fish meal at 
reasonable cost. 

Molasses is another source which can supply energy at 
cheap cost 'While the requirement of molasses for the 
poultry industry is very small as compared to the total 
production of molasses in the country, the poultry industry 
has not been given a place of priority and is, therefore, not 
getting the advantage of this low cost feed. The Petroleum 
and Chemical Ministry should, therefore, earmark the total 
requirements of molasses for the poultry industry through 
the State Animal Husbandry Department. 

Maize glutten meal available from the starch factories 
should be earmarked for poultry feeding at an economic 
price and distributed through the State Animal Husbandry 
Department. ' 

Most of the feed mills arc located in big cities and 
towns. They draw their supplies of grains and grain by- 
products from rural areas and after the feed is mixed, it is 
sent back in the form of compounded feed to the areas from 
which the 'ingredients were collected. It will, therefore, be of 
economic advantage to decentralise the feed mixing activity 
and set up a small unit of grinders and mixers in the rural 
areas to enable the fanners or groups of fanners to get their 
feed mixed using locally available grains and bran. Depend- 
ing on the demand, it may also be desirable to have grinders 
and mixers installed on trucks for extending grinding and 
mixing facilities to the farmers on predetermined dates. 
Being mobile, these can cover a large number of villages in 
the area. 

Utilization of agricultural and industrial byproducts also 
offers scope for reducing the feed cost. Damaged food grains 
available from the central warehouses and docks to the ex- 
tent of about 10000 tonnes per year arc already in use. 
Silkworm pupae meal, though available in small quantities, is 
being used as substitute of fish meal. Sal seed oil meal is also 
being used at 5 percent level in poultry rations. There are a 
number of other such ingredients whose feeding value has 
not been fully determined through feeding experiments and 
research It may be necessary to evolve cheap processes to 
remove the toxic materials for making the product useful for 
poultry feedings. LGA.R. may take up a programme'in this 
respect on priority basis. 

Marketing support 

With increased production in the rural areas, the 
problem of marketing is likely to show up as a limiting factor, 
unless suitable steps are taken to organise marketing 
cooperatives at the field level: State Marketing federations 
at the State level and the National Cooperative Marketing 
Federation for the country as a whole with Regional 
Branches at the four main consumption centres i e., Delhi, 
Bombay, Calcutta and Madras. 

Every State Government should set up a State federa- 
tion either in cooperative or corporate sector which should 
assure the producers’ cooperatives in the field that it will lift 
their entire surplus production and arrange to market the 
same through the help of the National Organisation to the 
best advantage of the producers. 
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Poultry breeding, disease control & extension 

Another pre-requisite for success in the programme of 
keeping the production cost law is the availability of good 
quality chick at a fair price. 

This particular programme needs to be intensified so 
that the farmers can get the same production at a lesser cost. 
Government farms should undertake to supply the farmers 
cross breed birds which are noted to be hards, comparatively 
better disease resistant and equally productive. 

There should be a suitable organisation to diagnose 
poultry disease quickly and to undertake effective disease 
control measures. For this it may be necessary to set up 
mobile disease diagnostic laboratories, one for each district, 
with a base laboratory at the district headquarters to which 
difficult cases can be referred to. *' 

Each mobile unit should be adequately equipped for car- 
rying out field investigation at the spot and should be headed 
by a disease investigation officer with required specialised 
training. 

From poultry farming adopting intensive system of 
management, sizeable quantities of built up better manure 
are available at the end of each year. 40 birds produce about 
a tonne of litter manure which will be adequate to meet the 
fertiliser need of one acre of land. This aspect has not yet 
been properly publicised amongst the farmers and as a result 
they are not getting full value for the same. Through proper 
education and publicity, litter manure should fetch a higher 
return and thereby the production cost of eggs can be 
brought down. The State Agriculture Departments may in- 
itiate suitable programmes in this regard. 

Fish Production and prices 

(1) The level of production arrived at in the formulations 
for the Fifth plan should be ensured through adequate effort 
for the programme covered by the formulations. Particular 
emphasis is required to be placed on the new schemes of as- 
sistance for non-powered fishing and the schemes in the in- 
land wetor for fish Seed production and Fish Farmers’ 
Development Agencies. 

(2) The cost of production should be reduced. It is pos- 
sible to ensure this through selective capital subsidies as well 
as by providing suitable relief in important components of 
operational costs. 

(3) Increases in prices, resulting from expansion of the 
market coverage for fresh fish, can be minimised by provid- 
ing for manufacture of ice and marketing of frozen fish being 
suitably incorporated in public sector programmes. 

These points axe developed in more detail under the fol- 
lowing headings: 

(1) Measures for ensuring targetted production. 

(2) Measures for reducing the cost of production. 

(3) Measures for improving distribution of fresh fish in 
chilled and frozen form. 

Measures for ensuring production 

So far as the level of production is concerned, it has 
been recommended that particular emphasis should be 
placed on the new scheme of assistance for non-powered 


fishing. So far as. mechanised coastal fishing is concerned 
there is already a well established programme. It has been 
established that suitable schemes should be taken up in the 
State Sector. In view of the importance of this sector, the 
Centra] Government should also provide specific assistance 
for improvements in non-powered fishing under suitable 
schemes. It would be advisable to consider suitable relief in 
the case of mechanised boats fishing for internal consump- 
tion in the form of exemptions from duty on diesel oil to the 
extent of 50%. 

Measures for improving distribution 

(1) Increased production of ice through the establishment of 
large ice plants; 

(2) Establishment of cold and frozen storages at production 
and marketing centres; 

(3) Introduction of rail vans for the movement of fish and 
frozen fish from production centres to large consuming 
centres; 

(4) Introduction of road vans (insulated) for movement of 
fresh fish over relatively shorter distances for movement of 
marine fish from coastal districts to the hinterland; 

(5) Establishment of processing plants for manufacture of 
diversified fishery products; 

(6) Strengthening of Fisheries Corporation both for produc- 
tion and distribution; 

(7) Provision of approach roads to fishing villages; and 

(8) Demonstration of fish handling with a view to improving 
the quality of cured fish. 

The Fifth ‘ plan proposals envisage the 
initiation/strengthening of the above measures at an es- 
timated cost of Rs. 24.70 crorcs. 

Common clothing 

In making recommendations for the adoption of scheme 
for supply of common clothing at reasonable prices it is 
necessary to avoid the drawbacks of the schemes imple- 
mented in the past The experience gathered so far from the 
system of production, procurement and distribution of con- 
trolled cloth suggests that: 

(1) the prices fixed for the controlled varieties of cloth in 
1968 being uneconomic tend to inhibit the industry to reach 
the level of production voluntarily agreed upon by them; 

(2) there is considerable demand for the controlled 
varieties of cloth, as is indicated by the demands placed by 
the various State Governments and their popularity in the 
areas where these have been distributed so far, 

(3) a significant proportion of the controlled cloth is sold 
through Super Bazars and fair price shops in cities and 
towns, which does not seem to reach the weaker sections of 
the population particularly in the semi-urban and rural 
areas; 

(4) the Jack of any specific instructions in regard to the 
types and width of controlled cloth that may be produced, 
has led to some imbalance in the categories of cloth as be- 
tween their supply and demand; 

(5) the proportion of the controlled categories fd the to- 
tal production of mill-made cloth which amounts to about 
10% is inadequate to meet the total requirements of the 
weaker sections of the population; and 
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(6) the possibility of reduction in cost of production by 
reducing somewhat the varieties of cloth being produced by 
the mills, needs to be examined by a small team of competent 
technical persons. 

The scheme for supply of common clothing must, there- 
fore, aim at covering all the points listed above. Specifically, 
the recommendations are as follows; 

(1) On the basis of per capita cloth consumption of 
people living below the poverty line, it has been estimated 
that in order to meet their full requirements by 1978-79 3040 
million meters of cloth would be needed. At present 400 
million meters of cloth is produced uoder the scheme of con- 
trolled cloth by the mill sector. The quantum of cloth to be 
made available under the scheme needs to be increased. The 
exact volume will have to be worked out after a decision has 
been taken on the broader issue of the obligation of the mill 
sector and the decentralised sector for production of cloth, 
for the different sections of the domestic market and also for 
export. The extent to which such a scheme can be effective 
will depend on the relative proportions of the different 
varieties of cloth. Clearly also, any scheme will have to take 
note of the need to maintain the health of the industry to 
make continuously increased production of cloth possible. In 
this context the role of the mills under the management of 
the National Textiles Corporation in meeting the require- 
ments of common clothing will have to be clearly defined. 

(2) The price of the varieties of the cloth required to 
meet the demand of weaker sections of society must be in 
consonance with their ability to pay. The prices of cloth in 
demand by the more affluent section of the society could be 
higher and could balance the lower prices of doth produced 
for the weaker sections of the sodety. The prices of control- 
led varieties also could be subsidised partially by profits 
realised on varieties of cloth produced for the more affluent 
section of the sodety. The quantum of doth produced for the 
two broad sections of the sodety could thus be determined in 
a balanced manner and prices could be adjusted keeping in 
view the ability to pay, 

(3) The distribution system for the sale of controlled 
varieties of cloth should be strengthened with the object of 
bringing retail points within the reach of the people living in 
remote rural areas. The cooperative channels would appear 
to be the most suitable medium for the distribution. 
However, since it may take some time to organise and 
strengthen the cooperatives, other channels may also be 
pressed into service. Apart from licensed fair price shops, the 
mills should also be involved in organising retail outlets for 
their cloth. They may open their own retail shops on the 
clear understanding that they shall take full responsibility for 
the sale of this cloth from these shops at the fixed rates in a 
fair manner. 

(4) In respect of the varieties of cloth included in the 
controlled categories, constant review will be necessary. A 
suitable balance must be maintained between the different 
items, namely sarees, dhoties, shirtings, long doth and drill. 
It is possible that due to the margin of profit varying as be- 
tween these items, there may be a shift from the less 
profitable to the more profitable item. This may cause 
hardship to consumers. It will be necessary to ensure that 
such imbalances do not affect the interest of consumers ad- 

, verscly. 

(5) The quality of the doth specified in the controlled 
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varieties will also need constant review. The doth produced 
in the controlled varieties must not be of so inferior a quality 
that it loses its consumer appeal. Requirements of durability 
should be kept in mind while laying down these sperifica- 
tions. 

(6) In order to provide suitable safeguards for con- 
sumers, espedally in rural areas, against overcharging, sel- 
vedge printing of prices on every metre of controlled doth 
should be ensured. 

In this context it is understood that the Bureau of In- 
dustrial Costs & Prices has made a study recently and has 
submitted its report to the Ministry of Commerce which inter 
alia provides for revision of realisation multipliers. It would 
seem that if a fresh look is taken at the prices fixed for con- 
trolled varieties in accordance with the latest data, to a great 
extent the reluctance of the mill sector for produdng 
varieties of cloth normally consumed by the vulnerable sec- 
tion of the society would disappear. It would, therefore, be 
necessary for the Ministry to take an early view on the report 
of Bureau. 

As regards the distribution agencies, it is obvious that 
the success of the regulatory mechanism and the fulfilment of 
the objective of making available doth at reasonable price to 
the poorer section of the population will depend largely on 
the nature and efficiency of the distribution arrangements. 
While sufficient powers exist at the Centre to regulate 
production and arrange procurement, detailed distribution 
arrangements will necessarily have to be made aT the State 
level. The current situation in regard to the retail distribution 
of controlled varieties of doth at the State level is generally 
far from satisfactory in most States. A combination of 
agendes would perhaps need to be organised for the purpose 
including, as far as possible, the cooperative sector and lin- 
eensed by the Government. To this end, it would be neces- 
sary to work out, in consultation with the State Government, 
a suitable distribution machinery well before the extension of 
the regulatory measure beyond the present level. 

Standard Footwear 

Footwear is an essential item of mass consumption. The 
term footwear con notes a number of items made from dif- 
ferent raw materials, e.g. leather footwear, plastic footwear, 
rubber footwear, canvas footwear and combination footwear 
(rubber and canvas , plastic and canvas etc.). These items 
could, however, be broadly grouped in three major 
categories; leather footwear ; plastic footwear; and rubber 
footwear. Leather footwear forms a large part of the total 
production in the country and is an important segment of the 
leather and leather goods industry. 

In the context of making available the essential com- 
modities of mass consumption at reasonable prices, the fol- 
lowing considerations would be relevant: 

(1) The demand for footwear in this country has some 
special features in as much as the varieties required are dif- 
ferent in rural and urban areas and vary according to oc- 
cupational requirements. However, a few standard types of 
footwear could be kept in view, which would be within reach 
of the common man. 

(2) In the rural areas, the bulk of the demand would con- 
tinue to be the popular and conventional types of hand made 
leather footwear viz. the Indian style shoes (jooti) or the 
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chappal, depending on the social requirements of the region. 
This demand could be met locally with assured supply of 
processed leather at reasonable prices. With the impending 
shifts in export pattern, the availability of processed leather 
could be ensured. To this extent, organisational arrange- 
ments for setting up leather processing centres have to be 
tied up on urgent basis. At the village level, an integrated 
programme of development of bonesan leather industry has 
to be drawn up, so that by scientific utilisation of carcass, the 
byproducts which presently go waste could be extracted with 
advantage for economic use. This would make the village 
leather industry more economic and bring down the price of 
leather for footwear industry. 

(3) As a long term measure, efforts should be made to 
popularise substitutes in the form of composite footwear with 
rubber/tyres and PVC soles. This would be necessary for 
conserving the use of leather in footwear. Such composite 
footwear would be cheaper and technically feasible for 
manufacture by the village artisans. 

(4) In the urban sector the requirement would be to 
make available one or two common types of footwear— called 
’Janata’ shoes or chappals— at reasonable prices. These 
would have to be met by rubber, plastic or combination foot- 
wear to a large extent. Here again, a composite footwear 
with upper part of leather and the sole of rubber/plastic, 
would be of advantage. 

(5) As already pointed out, the problems faced by the 
footwear industry presently are inadequate supply of raw 
materials and absence of proper distribution and marketing 
arrangements. A beginning would need to be made by tack- 
ling the problems both at the production and marketing 
stages. In this context, the setting up of a few functional 
industrial(semi-urban/urban) estates for leather finishing, 
footwear and leather goods manufacturing units in con- 
centrated areas would be necessary. Provision of common 
facility centres in each such estate would be required. The 
constituent footwear/leather goods units have to be modern- 
ised with semi-mechanised devices. Such organisational ar- 
rangement would also help solving the marketing problems 
presently felt by the small units. The production in the 
decentralised sector could be lifted for distribution through 
public channels. Such distribution would considerably result 
in reduction in the mark-up on account of special sales drive 
etc. 

(6) Concurrently, the production pattern in the existing 
units in the organised sector would be changed so as to in- 
clude the production of common types upto a certain per- 
centage and earmark them for sale through fair price shops, 
cooperative societies, super bazars etc. This would bring 
down prices considerably for the consumer. 

(7) A system of discriminatory excise in favour of low 
cost footwear could be tried without affecting the revenues 
from the footwear industry. 

Kerosene and Domestic Fuels 

Fuels consumed in the domestic sector fall into two 
broad categories, namely, commercial fuels which are li- 
quified petroleum gas (LPG), Kerosene, Electricity and soft 
coke and non-commercial fuels, namely firewood, charcoal, 
vegetable waste and cowdung. It is estimated that a little 
less than fifty percent of the requirements of the domestic 
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sector are supplied by the non-commercial fuels. Nearly 
eighty percent of the non-commercial fuels are obtained of. 
ten without any private cost to the consumer. But it is to be 
emphasised that these fuels have a social cost The cutting of 
the forest beyond the extent suggested for proper main- 
tenance of forests affects the ecology and this has a social 
cost. Similarly, the cowdung which is used as fuel has a 
greater economic value when utilised as a manure. While a 
Very large section of the population would continue to use 
non-commercial fuels because of their low private cost, a 
section of urban and rural population use commercial fuel 
only as substitutes when commercial fuels are cither not 
available or sold at a relatively higher price. The short 
supply of commercial fuels especially to urban and to certain 
sections of the rural population would increase the pressure 
of demand on non-commercial fuels and increase their price. 

Suggestions for Improving Fuel Supply 

(a)Kerosene 

It is noticed that the kerosene supply in urban areas has 
always been higher than in rural areas. This difference is 
only partially explained by the transport cost of removing 
kerosene from urban distribution centres to urban areas. 

Even difference in prices appears to represent the price 
at which they ought to be sold and not the price at which 
kerosene is really obtained by small consumers who buy in 
very small quantities at a time. There is possibility of reduc- 
ing this price differentia] between the rural and urban con- 
sumers by streamlining the distribution beyond the level of 
the distributor. Either a chain of consumer cooperative 
stores organised for distributing different essential com- 
modities could be made the points of retail sale of kerosene 
or the Indian Oil Company could organise a more effective 
system of rural distribution through licensed mobile vendors. 
It is worthwhile considering the maintenance of motor driven 
mobile kerosene pumps to cover a number of villages accord- 
ing to a well publicised schedule. 

The organisation of consumer societies might be time 
consuming. As a short-term remedy, recognised kerosene 
dealers could be licensed at different rural centres and the 
prices at each point of sale fixed by invoking the powers 
available to the State Governments. 

The refining capacity of 36m. tonnes per year of cru e 
refining suggested by the Fuel Policy Committee is adequate 
to provide kerosene to the extent of the needs of the domes- 
tic sector. However, the demand for kerosene and diesel oi 
in 1974 and 1975 cannot be produced from the existing refin- 
ing capacity and some imports of cither kerosene or diese 
oil will have to be arranged. Government have taken a * 
quate measures to import the kerosene requirements up o 
1974. If such imports are also arranged for the first Hire 
years of the Fifth plan period there will be no shortage o 
kerosene. The demand for kerosene at different urban an 
rural centres will have to be assessed on a very realistic asis 
and the distribution programmes given to the oil compam • 
Currently, the distribution programme is mostly contro e 
by the oil companies. There is need for greater consults io 
with the local authorities in determining the distribution pa - 
tcm. As the prices of kerosene and diesel oil products are 
par, there is no need to apprehend possible misuse o 
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kerosene at a large scale and dispatches to the consuming 
centres will go to the domestic consumers only. 

We should, however, note that there is need for vigilance 
to prevent diversion of kerosene for adulteration, in some- 
what small percentages with petrol; colouring of kerosene 
coupled with supplying petrol as a transparent liquid would 
to some extent enable detection of such diversion. 

(b)Softcoke 

As already mentioned, softcoke is traditionally consumed 
in large quantities only in the States of West Bengal, Bihar, 
U.P, Delhi, Harayana, and Punjab and that too mostly in the 
urban areas. 

In order to curb prices, it is necessary first to control the 
prices at pit-head and secondly to arrange for a reliable dis- 
tribution system. The cost of production was rising not 
merely because of increase in wages but due to number of 
other factors, which can now be brought under control after 
the take-over of the management of all coal mines in the 
public sector. Softcoke used as domestic fuel constitutes less 
than five percent of total coal production. Coal of different 
categories has to be priced differently and the coal price 
policy should ensure that soft coke prices at the pit-mouth 
are maintained at a reasonable level and retained at that 
level without frequent fluctuations. The price increase in 
softcoke at the producer level in recent times has been quite 
large. The Public Sector Coal Mines Authority and Bharat 
Coking Coal should now be directed to determine a 
reasonable price and maintain the prices for one year at a 
given level. 

The price of soft coke at the retail level is built up of the 
following elements: 

1. Producer price of soft coke. 

2. Handling and transport to the centres of consump- 
tion. 

3Margins to middlemen who arrange for supplies from 
producers to wholesalers. 

4. Wholesaler's margin. 

5. Retailer’s margin 

Taking the current producers prices and adding handling 
and transport costs, the delivered cost of soft coke at Cal- 
cutta and Delhi would be about Rs 93 and Rs. 121-50 per 
tonne respectively while the retail prices are Rs. 120 and Rs. 
175 per tonne. The middleman’s margin in this is over 30% 
in Calcutta and 45% in Delhi. Holding the price line of 
softcoke is possible only If we reduce number of agencies 
through which the commodity passes. The various mid- 
dlemen tend to increase their margins whenever the com- 
modity is in short supply. 

The main reason for rise in prices of softcoke has been 
the frequent shortages of soft coke. These shortages are 
mainly due to lack of Railway wagons for despatching the 
“Mtmodity to consuming areas. As this is a very heavy com- 
m °dity, ^ movement is primarily through rail transport. 

1. The quantity despatched has always lagged behind the 

quantity produced; 

2. The quantity produced itself has been falling. It is 
presumed that the falling production is due to the sagging 

While as a long term measure transport capacity 
be enhanced, it would be essential to immediately ac- 
higher priority to the movement of soft coke for domes- 
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tic purposes in railway movement priorities. 

The only solution to the problem is to charge the public 
sector coal companies with the responsibility to produce ade- 
quate soft coke, carry it to the major centres of consumption 
and operate soft coke dumps in those places. We should first 
concentrate on the six States viz. West Bengal, Uttar 
Pradesh, Delhi, Harayana and Punjab to begin with and to 
ensure enough supplies in those regions. For making an es- 
timate of the requirements of softcoke, it would be sufficient 
if attention is concentrated on the urban areas of these 
States, which consume about 75% to 80% of all the soft coke 
produced in the country. Even in the urban population there 
are large sections which do not use softcoke either because 
they are economically unable to afford even the soft coke or 
prefer more sophisticated fuels. Therefore, to the require- 
ments of soft coke we have assumed that only fifty percent of 
the urban population in these States would be using soft 
coke. On the basis of data available, it is assumed that the 
requirement of softcoke would be 12kg per head per month 
during the winter months of November to March. 

The most optimistic programme of soft coke distribution 
would call for production of 3_5 m tonnes of softcoke to be 
distributed in the six northern States. The Fuel Policy Com- 
mittee had suggested a target of 7 million tonnes(in terms of 
raw coal) of softcoke for the year 1978-79. Considering that 
the production in 1969-70 was 3 2 million tonnes, this is not a 
difficult target to achieve. So the public sector organisations 
must gear themselves for a steadily increasing target of 
production which would reach 6 million tonnes by 1978-79. 
This is a feasible production target. 

The movement of 6 million tonnes of coke would require 
750 standard wagons per day. This is also not a difficult task 
if the railways arc given notice and asked to prepare for ful- 
filling this. Meanwhile, the public sector organisations must 
select suitable sites for setting up dumps from where 
wholesale distribution could be arranged. Simultaneously, 
the State Governments must take over the responsibility Tot 
organising the distribution from the dumps to the consumer 
through suitable agencies. From the anxious inquiries 
regarding softcoke despatches made from different states, it 
is dear that the State Governments would accept the task. 

As the current shortages have led to a lot of speculation 
in softcoke, it is desirable to undertake some urgent counter 
speculation measures. Setting up of softcoke dumps at 
selected centres like Delhi, Allahabad, Varanasi, and Cal- 
cutta where certain quantities like 50,000 tonnes in Delhi and 
20,000 tonnes in the other dries arc first procured by moving 
soft coke from Bengal Bihar by trucks and keeping them un- 
der Government control to be unloaded in times of 
shortages, will ensure prices being maintained at a 
reasonable level. The cost of softcoke at the dump will be 
somewhat higher due to the difference between cost of 
transport by road movement and rail movement from 
Bengal-Bihar to the different dries. The suggestion here is 
not to subsidise the whole amount but to fix the sale price at 
each dump as a ceiling price which would be somewhat 
higher than the prices of soft coke moved by rail. Whenever 
the local price exceeds the ceiling price, the operation of. 
these temporary dumps will contain the prices below the 
fixed ce tiling level. 
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Other fuels 

The long term and short term policy measures suggested 
above to curb the price of kerosene oil specially in the rural 
areas and to encourage the use of the soft coke not only 
through price reduction but also through better distribution 
system encourage the consumers to substitute these fuels for 
other non-commercial fuels. This, to some extent, would have 
salutary effect on the price of firewood. However, a scheme 
which deserves much greater attention is the popularisation 
of gobar gas plants to take the heat values as well as nutrient 
values from dung. This has been popularised by the Khadi 
and.Village Industries Board; but its success is dependent en- 
tirely on the organisational abilities at the field level and the 
scheme has succeeded partially in Gujarat State only. The 
Fuel Policy Committee has recommended that this should be 
given greater encouragement A more sincere attempt to 
popularise gobar gas plants would decrease the demand for 
forest fuels by diverting more cowdung to domestic use 
without affecting its use as manure. 

Common Drugs and Medicines 

The common drugs and medicines have been identified 
by the working group set up by the Ministry of Health as in- 
dicated below; 

Anti-Infectives 

1. Injection of fortified Benzyl Penicillin p.p(Procaine 
Benzyl Penicillin 300,000 units, Benzyl Penicillin 100,000 
units). 

2. Injection of streptomycin Sulphate and penicillin 
(Procaine Penicillin 300,000 units and streptomycin sulphate 
1/2 gm). 

3. Chloramphenicol capsules( 250 mg) 125 mg. 

4. Tetracycline capsules (250 mg). 

5. Tablets Sulphadimidine(o3 mg). 

6. Tablets Sulphaphenazole B.P.C (500 mg). 

Anti Tubercular Drugs (through National Tuberculosis Con- 
trol Programme) 

7. Tablets Thiacetazone and Isoniazid, each tablet to 
contain Thiacetazone 37.5 mg. B.P.G and Isoniazid 75 mg I.P 

8. Tablets Sodium Aminosalicylate 500 mg. 

9. Injection of Streptomycin 1 mg. 

Anti-Leprosy Drugs (through National Leprosy Control 
Programme) 

10. Tablets of Dapsone (100 mg). 

Analgesics Hypontks and Sedatives 

11. Tablets Acid Acetyl salicylic LP (03g). 

12. Syrup Paracetamol ( 125 mg. in 5ml). 

Anti-Amoebic and Gastro-Interological Drugs 

13. Tablets Iodo-chlor-hydroxy quonoline(035g). 

14. Tablets Chloroquine sulphate 0.2 g or tablets 
Cchloroquine Ppho6phate 035 g LP. 

15. E.P. Citrate LP(750 mg in 5 ml). 

16. Bephenium Hydroxynaphthoate Granules (23 g in 5 
g granules). 


17. Sulphaguanedine Tablets. 

Drugs for the eye and National Trachoma Control 
Programme 

18. Tetracycline Ho ointment 1 % in sterile ointment 
base. 

Drugs used in Anaemia(through family planning) Ferrous 
sulphate and folic acid tablets (Department of Family 
Planning’s formula). 

Anti-Malarial Drugs ( through N.M.E.P) 

20. Primaquine Diphosphate tablets(23 g of primaquine 
base). 

21. Tablets of Pyrimethamine Sulphate, equivalent to 25 
mg of Pyrimethamine. 

Anti-Filarial Drugs(through N.F.GP) 

22. Diethycarhamazine citrate tablets 50mg 

Antacisa 

23. Magnesium Trisilicate compound (Mag Trisilicate 
03g., Aluminium Hydroxide 0.3 g glycerin 60 mg). 

24. Gripe Mixture for infants 5 ml contain Dill oil B.P.G 
0.005 ml; sodium Bicarbonate IJP.O. 05 g Dehydrated al- 
cohol I.P.O o248 ml; Syrup & Preservative). 

Anti-Tussive and Expectorants 

25. Diphenhydrammine expectorant syrup (each 5 ml 
contains diphanhydremine Hcl 133 mg Menthol 0.9mg 
Sodium citrate 56.6 mg; Chloroform in flavoured syrup 
0.22ml). 

Anti-Asthmatic Drugs 

26. Anti-asthmatic tablet containing Ephadrinc Resinate 123 
mg, 50 mg ephedrine Hcl; Theophylline 65 mg and 
Phenobarbitons 30mg 

Drugs Acting op the Skin 

27. Benzyl Benzoate Emulsion 100 ml. contains Bensyl 
Benzoate 25 mg Emulsifying wax 2 g; Demineralized water 

q-s-)- ’ . .. 

28. Whitfields Ointment (Benzoic arid 6g salicylic acid 
3g alcohol 70% upto lOOg). 

29. Nitrofurazone Ointment (03% in non-grcasy oint- 
ment base). 

30. Potassium Permanganate 5 g packets. 

Antiseptic Detergents & Dressings 

31. Cbloroxylanol Solution (Chloroxyianol 4, 25% : Tcr- 
pincol 9.6% Absolute alcohol in water 13.10%). 

32. Iodine Solution (Qadium solution) for stcriizing raw 
catgut; loops and loop introducers (Iodine 13 g Distilled 
water to produce 100 ml). 

33. A- Plaster of Paris Bandages, B. Adhesive Plaster. 

General Anaesthetics 

Ethyl Chloride (100 ml spray). 


274 


COMMITTEES AND COMMISSIONS 



Drags Acting in Ear 

35 .Boric add-alcohol-Glycerol drops (Boric acid 1.5%): 
Glyoerol 33% in alcohol 95% 10ml 

Vitamins 

36 Capsules of Vitamins A6000 Units and Calciferol 
1000 Units. 

37. Injection of Vitamins B1,B6, and B12 (Neurotropic). 
Emergency Drugs 

38. Injection of Nikethamide I.P. 

39. Antivenom Serum (Polyvalent). 

40. Rehydration fluid (for treatment of cholera cases). 

41. Tetanus anti-toxin (1,500 I.U./10.000 
LU./20,OOOLU./50,000 1.U.). 

42. Injection of Adrenalin Hydrochloride lmg in 1 mL 

43. Bleaching Powder 

44. Phenyl 

45. Pot.Citrus 

46. Soda Bicarb 

47. TrJBelladona 

48. Tr.Card Co. 

49. Soda Salicylics 

50. Add Boric 

51. Glycerine 

52. Paraffin Molle Flavum. 

Keeping in view the additional predication that should be 
attained by utilisation of idle capadties by existing units or by 
setting up new units in the private sector, Ministry of 
Petroleum and Chemicals may examine whether any addition 
is needed to the product mix proposed for the public sector 
drugs production programme of the common drugs and 
medicines. 

A Technical Group should be set up to examine the most 
economical packing required for various types for formula- 
tions. > 

(i) The primary channel of distribution of common drugs 
and medidnes will be through the hospitals and the health 
centres. 

(ii) Co-operative sector should be involved more and 
more particularly in the rural areas in the distribution. 

(iii) The public sector undertakings should take steps to 
develop their own retail distribution system 

(iv) The doctors allowed to practice under Government 
rules may also be encouraged to stock and sell these common 
drugs but with the stipulation that they will not charge prices 
higher than those prescribed. 

Ministry of Health may examine suitable relaxations in 
licensing for drug sellers in the rural areas. 

The common drugs and medicines should be sold under 
pharmacopoeia! names and all retailers should be required to 
stock these drugs. 

Suitable restrictions should be laid on pharmaceutical 
advertising. 

Well organised quality control laboratories may be estab- 
lished at suitable locations to serve groups of small scale drug 
units tn various areas. 

A natch should be kept to ensure adequate availability of 
major raw materials for production of drugs. 


Bicycles, Bicycle Tyres and Tubes 

(0 Complete bicycle of a suitable design, reasonable 
quality and price would need to be selected out of the range 
of bicycles presently being manufactured and the production 
pattern of each unit should be so evolved as to ensure a mini- 
mum percentage of production of selected brand. This may 
be identified as the Janata Bicyle. A large production 
programme of this type in each unit might increase the 
utilisation factor and bring down cost 

(ii) The cost of the various components and accessories 
would, to a significant extent, determine the cost of a com- 
plete bicycle. The manufacturing costs of major items like 
tubes being produced by a limited number of firms, would 
require to be gone into with a view to reducing the prices 
charged to the bicycle manufacturers. 

(iii) As regards sale of the cheaper models through a 
chain of fair price shops or cooperative agencies along with 
other articles of mass consumption certain relevant factors 
have to be borne in mind. The buyers would require facilities 
like availability of accessories, repairs etc. The present pat- 
tern of retailing clearly brings out the utility of self-contained 
and functional bicycle shop. It would be prudent to use the 
existing outlets for marketing the Janata cycle. 

(iv) Regarding long term programme it is recommended 
that programmes for incorporation of devices like the 3 
speed gears, improving the mechanical efficiency etc. may be 
drawn up in association with agencies like the CMERI, Dur- 
gapur. 

The attempts on the part of Government to effect reduc- 
tion in the price of tyres/ tubes manufactured in the or- 
ganised sector in the past have been resisted by the small 
units, since at a lower price the small unit would be worse off. 

There does not seem to be any scope for reducing the 
price of bicycle tyres/tubes for the consumer. The quality of 
the produce in the small scale sector would need to improve 
and, to this end, technical assistance from the large units ap- 
pears necessary. A sizeable part of the preferred brands 
could be earmarked for original equipment and export, so 
that the small scale producers find a ready internal market. 
Imposition of higher excise duty on the preferred brands 
could also be considered. 

Safety Matches, Dry Cells and Hurricane Lanterns 
Safety Matches 

The following short-term and long-term measures are 
suggested for ensuring availability of safety matches at 
reasonable prices. 

(i) Production of safety matches in the cottage sector 
' would be reorganised through a chain of workers’ coopera- 
tives. 

(ii) Steps may be taken to increase the productivity of 
safety matches per man-hour by introducing processes in the 
small/cottage sector. 

(iii) New units for the manufacture of important inter- 
mediates like red phosphores, potassium chlorate etc., should 
be set up near the consuming centres 

(iv) Distribution of safety matches should be increasingly 
ogranised through cooperative channels in association with 
the National Consumer Cooperative Federation. 
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Dry Cells 

The short-term and long-term measures as indicated 
below may be considered for ensuring supply of dry cells at 
reasonable prices: 

(i) A portion of the production should be reserved for 
marketing through a chain of fair price shops. 

(ii) There is need to restrict the advertisement costs to 
the minimum. 

(iii) As a measure to ensure quality of the product, 
stamping of the date of manufacture and the retail price on 
the cell should be compulsory at the retailing points. 

(iv) As long-term measure, Bureau of Industrial Costs 
and Prices may be requested to undertake a study of the cost 
structure of the industry and make suitable recommenda- 
tions. 

Hurricane Lanterns 

Despite the progress in electrification, hurricane lanterns 
continue to be in demand, especially in the rural sector. 
Even at the beginning of the First Plan, the industry had a 
rated capacity of 4.3 million lanterns and in the first two plan 
periods the development of the industry was mainly in the 
organised sector. With reservation of further predication in 
favour of the small sector, the capacity of the small sector has 
reached a level of 6.9 million and production 3.0 million 
lanterns. The total capacity for hurricane lanterns as at 
present is of the order of 10 million nos. There is no un- 
satisfied demand and any increase in demand could be taken 
care of with the existing capacity. The average ex-factory 
price is about Rs5 per lantern. 

Although the quality of indigenous hurricane lanterns 
has improved over the years, there is considerable scope for 
improving the construction, finish and performance so as to 
improve the efficiency both in respect of the light produced 
and the kerosene consumption. The Fuel Research 
Laboratory might undertake the necessary study on design, 
improvement and economy on fuel consumption. 

Soaps and Detergents 

(i) Broadly, the organised sector’s present production is 
about 100,000 tonnes/ year of toilet and carbolic soaps and 

20.000 tonnes/ year of laundry soap. The small scale sector 
produces only laundry soap to the extent of 
350,000tonnes/year. The projection for required soap and 
detergents production by 1978-79 results in an estimated 
production level of 9.9 lakh tonnes and 220,000 tonnes of 
detergents by 1978-79. With the availability restrictions on 
raw materials, the total soap production may have to be 
restricted to 7.9 lakh tonnes and the detergent production 
level has to increase correspondingly taking the total to 

355.000 tonnes by 1978-79. 

(ii) Increase in soap production is restricted by the 
availability of oils and fats. The current level of tallow im- 
ports and usage at least be maintained in order to meet the 
soap targets for the terminal year of the 5th Plan. It will be 
necessary to increase the import of tallow as also to divert 
some proportions of minor edible oils to the manufacture of 
soap or to substitute soaps to a great extent, by synthetic 
detergents. 
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It is understood that the Government has recently 
enhanced the level of excise rebate on the use of minor oils 
for soap making. The impact of this has to be carefully 
watched and, if necessary, further incentives may have to he 
considered to encourage the use of minor oils in a really big 
way. 

(iii) Fatty material content could also be lowered in case 
of utility of soap to bring it at par with that of carbolic soap 
so as to make available cheaper utility soaps. For bringing 
down the prices of soaps, it may be necessary to curb expen- 
diture on sales promotion and packing. The feasibility of es- 
tablishing a large sized unit preferably in the public sector for 
manufacturing standard Janata soap with less fatty' material, 
no perfume and with simple packing should be examined as 
such a unit could go a long way in making available soaps to 
the poor sections of the society at relatively cheaper prices. 
The soap meant for consumption of the weaker sections 
could also be exempted from excise duty. 

(iv) Apart from maximising the use of minor oils, it is 
necessary to lay proper emphasis on the increased production 
of oilseeds particularly those with high oil contents like 
sunflower oil, so that the total demand supply position be- 
comes easy and oils are available to the soap industry at com- 
petitive prices in the adequate quantities. 

(v) The increased production of soap in the Fifth Plan 
will largely be in the small scale sector. This soap available at 
comparatively lower prices and increase in production of 
soap by small scale sector would result in making larger 
quantities of soap available at cheaper prices to low income 
groups. 

(vi) Substantial capacities for production of detergents 
have been recently licensed. These units are likely to go in 
production during the Fifth Plan period. The inter-firm 
competition and intensive marketing in limited areas should 
normally reduce the price level of detergents to significant 
extent It would be necessary to watch this development and 
assess after the production has been stabilised whether any 
formal measures are necessary to bring down the prices of 
detergents to make these within the reach of common man. 

Text Books and Stationary 

Over the years, enrolments in all types of institutions 
have grown at a very fast rate. In 1973-74, for example, 
nearly 100 million students would be on roll in various types 
of educational institutions. During the Fifth Plan educa- 
tional facilities are expected to be provided for another 27 
million students. This will lead to an increasing demand for 
text books and stationery. Further as the education level of 
the population rises, the demand for various types of books 
will also increase. Educational facilities are now being in- 
creasingly availed by the poorer sections of the population, 
for whom education offers the major means of onward social 
and economic mobility. If their efforts to educate themselves 
are not handicapped text books and exercise books need to 
be made available to them at reasonably cheap rates. In a 
sizable number of cases these would have to be provided free 
by the State. The cost of the books and stationery required 
varied from Rs_5 in class 1 to Rs. 50 in class 10. Shortages 
are common in the supply of text books and note books. 

The text book occupies on important place in the 
teaching-learning process particularly at the school stage 
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where, even though the teacher may be able to teach on the 
basts of his knowledge, the text books provide a logical 
framework by systematic organisation of the subject matter. 
Even at higher stages of education, its utility in providing 
material which is relevant to the user, a base from which the 
student can further explore and arrangement into -which 
newly acquired knowledge can be fitted, is great In the In- 
dian conditions, where there is limited availability of easily 
accessible libraries, of relevant reading material and various 
audio-visual aids, the text book assumes a crucial role in the 
education of the student 

' Cost Structure of a Text Book 


The cost of a text book is determined by the expenditure 
incurred on its production and distribution. In the former 
are included the expenditure incurred on the preparation and 
review of the manuscript (including remuneration to author), 
cost of paper, printing, binding and stitching. The latter in- 
clude storage and transportation charges, commission to 
wholesalers and retailers etc. Profits are also an important 
element in the cost of text books produced by the private 
publishers. Paper accounts for 50-60 per cent of the cost of a 
text book. The availability of text books on cheaper rates 
depends substantially on the extent to which paper can be 
made available at reasonable prices. Frequently the pub- 
lisher is driven to purchasing paper at exhorbitant rates. Any 
measures, which will ensure the supply of paper to publishers 
of text books at cheap rates, will help in reducing the cost of 
books. A number of measures will need to be adopted for 
the purpose. The supply of adequate quantities of printing 
paper for publication of text books has to be ensured; the 
paper must be available in time; measures helping to reduce 
the cost of paper will require to be adopted. 

Demand and Supply of Paper 


The Task Force on Paper, set up by the Ministry of In- 
dustrial Development has, in its draft report, projected the 
demand of different varieties of paper for the Fifth and Sixth 
Five Year Plans to be as under. 


Type of Patter 


Estimated Demand 
flakh tonnes') 


(a)Cultural Paper. 

(5) Printing 

00 Writing 
bj lndustrial Paper 


1973-74 

1978-79 

1983-84 

3.40 

4.95 

630 

1.70 

250 

3.40 


Estimated Demand 
fLakh tonnes') 


(0 Craft and Brown Paper 

00 Others 

(c) Paper Board; 

Total- 


1973-74 

1978-79 

1983-84 

L60 

250 

350 

0.75 

1.00 

150 

155 

235 

3.40 

9.00 

1330 

18.60 


The demand for all types of paper is expected- to grow 
from 9 lakh tonnes in 1973-74 to 135 lakh tonnes at the end 
of the Fifth Plan and of cultural paper from 5.10 lakh tonnes 
to 7.45 lakh tonnes during this period. Cultural paper will 
constitute S5-56 per cent of the total demand for paper. 

The National Council of Educational Research and 
Training has estimated the requirement of paper for 
nationalised and non-nationalised school text books to be of 
the order of 8&£8 7 tonnes. Including in this the paper re- 
quired for publishing books for neo-literates, low income 
literates with matriculation, university level books and other 
genera! books, the Working Group on Paper Requirement 
for Education has estimated the demand for paper for educa- 
tional purposes to rise from 3,91 lakh tonnes in 1973-74 to 
3.05 lakh tonnes in 1978-79. Of the requirement of paper in 
1973-74, 0.63 lakh tonnes are estimated to be required for ex- 
ercise books. The break up of the requirement of paper for 
various purposes is indicated below: 


Purpose Demand ( 1973-74) 

(Lakh tonnes) 


0 

School Text Books 

0.886 

«i) 

Out of school (neo-literates 



and school leavers etc) 

0.216 

iii) 

University level books, general 



books, trade books etc. 

0.196 


Total: 

1378 

iv) 

Exercise books 

0.630 

Grand Total: 

1.908 


As indicated below the estimated production of paper 
(excluding newsprint) has increased from 6.16 lakh tonnes in 
1968 to 8.25 lakh tonnes in 1972. Of this about 50-60 per cent 
is accounted for by cultural paper. 


Year. (Lakh Tonnes) 

Paper production f excluding Newsprint*) 



Total 

Cultural 

Industrial 

1968 

6.15 

3.94 

231 

1969 

7.07 

4.15 

2.92 

1970 

758 

4.45 

3.13 

1971 

7.81 

4.64 

3.17 

1972 

835 

5.00 

335 

Percentage Increase 
during 1968-72 

34 

27 

46 


The figures for cultural paper include poster paper which is 
primarily used for packing and wrapping. Excluding this, the 
proportion of cultural paper to total production of paper 
drops from 60 per cent to 563 per cent. 

A significant point which needs to be noted is that the 
production of industrial paper, when compared to that of cul- 
tural paper, is increasing at substantially higher rates. Paper 
mills find production of industrial paper more profitable; un- 
less this trend is halted, there is a danger that, because of the 
higher prices that it fetches, paper industry may switch over 
to increasing the production of industrial paper, which will 
adversely affect the production of cultural paper. The sug- 
gestion made in the meeting of the Ad-hoc Committee on 
Paper Industry held on November 30, 1971 in the Ministry of 
Industrial Development, that the production pattern which 
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has been showing a downtrend in respect of consumer 
varieties of printing and writing paper should be restored by 
the paper industry to the percentage level of 1967-68, needs 
serious consideration on the part of the Ministry of Industrial 
Development. Although the major means of ensuring this 
would be that of making the production of cultural paper 
remunerative enough for industry, the Ministry may consider 
adoption of some regulatory mechanism for this purpose. 

The figures for production and demand of paper seem to 
indicate that the supply position of cultural paper is fairly 
- adequate. For, against a requirement of 1.91 lakh tonnes of 
cultural paper estimated for 1973-74 for educational pur- 
poses, the production of cultural paper is expected to be 51 
lakh tonnes in 1972. The production of this type of paper in 
1972 was also substantially higher than what the Working 
Group has estimated to be the requirement of paper for 
educational purposes in 1978-79, viz. 3.06 lakh tonnes. 

It must, however, be recognised that educational institu- 
tions arc not the only users of cultural paper. The Govern- 
ment, trade and commerce, etc, also use cultural paper for 
various purposes. It is, for instance, estimated that in 1968 
out of a production of 415,000 tonnes of cultural paper 
213,000 were used for non-educational purposes; this in- 
cluded the use of cultural paper by the Government, private 
consumer and newsprint and for export. Since 1971, the use 
of cultural paper by newspapers has been stopped; this has 
increased the supply of this variety of paper for educational 
and other purposes by about 28,000 tonnes. Cultural paper is 
also being used for election purposes, such as for printing 
posters and election manifestoes. Although there does not 
appear to be any apparent shortage of the type of paper re- 
quired for text books and exercise books, there is need to 
undertake studies to determine its actual availability. 

The availability of paper for text books may also vary in 
different States. It was, for instance, indicated in the meeting 
of the Ad-hoc Committee on Paper Industiy that: 

"The States in which a paper mill was situated were 
reported to be pressurizing the mill for such paper for 
nationalised text books and usually managed to get it. It was 
only the States which had no paper mills within their jurisdic- 
tion that were facing real difficulty’’. 

The statistics of paper production, as they are reported, do 
not help in determining the extent of availability of paper of 
the type required for text books and exercise books. The 
statistics arc available in terms of weight. It is possible that 
the total production of paper in terms of tonnage has in- 
creased, there is a shortage of low grammage paper which is 
generally used for text books. It is, therefore, necessary that 
paper production is reported both by tonnage and by gram- 
mage. The Ministry of Industrial Development should com- 
pile and report regularly the statistics in the form which will 
help in determining the shortage, if any, of those varieties of 
paper which are used for the production of text books. 

The demand for cultural paper, particularly the varieties 
required for school and college text books of general interest 
and exercise books is bound to grow with the expansion of 
educational facilities and the general upgrading of the educa- 
tional level of the population. It is, therefore, essential that 
the availability of cultural paper especially of low grammage 
is increased. A number of measures are called for. 

1) The private paper mills must find it profitable to 
produce cultural paper. It is understood, for instance, that 
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the inadequate supply of paper to Government is partly be- 
cause the paper mills do not find the D.G.S&D rates 
remunerative enough for supplying the required quantities of 
paper. The attempt to enforce unrealistic prices is bound to 
lead to various types of malpractices. 

2) The Government may consider establishing paper mills 
in the public sector for the production of low grammage 
paper. This paper could be supplied to the agencies respon- 
sible for the production of text books. 

3) The production proportion, 60 per cent cultural paper 
and 40 per cent industrial and other varieties of paper, 
should be enforced on the private sector mills. 

The setting up of a paper mill requires large investments 
There is also the problem of obtaining the necessary raw 
material in adequate quantities. It is, therefore, important 
that, while increasing the availability of cultural paper, a 
simultaneous effort is made to ensure the optimal utilisation 
of the existing supplies, particularly by limiting their use to 
essential needs. . The absolute demand for paper should be 
reduced. A number of measures are called for in this con- 
nection: 

1) The use of writing paper should be discouraged in 
classes I and II of the primary stage; the old practice of using 
slates and ’takhtis’ must be revived and made obligatory in all 
schools. 

2) To prevent wear and tear, the feasibility of retaining in 
school the text books used by classes I and II and giving them 
to the children for use during school hours, must be con- 
sidered. A beginning could be made by retaining the text 
books which arc distributed free for the needy children. In 
order to ensure that they last for a specified number of years, 
these books should be properly stitched and bound. The 
stitching and binding of books can be taken up as a work ex- 
perience programme; the institutions may be provided grants 
for purchase of necessary equipment for the purpose. 

3) The frequent revision of text books should not be un- 
dertaken before five years. 

4) The discarded books and notes should be rcpulpcd for 
the manufacture of card-board. This can be undertaken as a 
work experience programme in many schools and colleges. If 
found feasible and profitable, efforts should also bejnade to 
set up at the district level appropriate arrangements for the 
collection of discarded books for recycling purposes. This 
problem requires to be studied in detail by the Ministry of 
Industrial Development who may discuss this with interested 
paper mills. 

Cultural paper is also used for the production of cheap 
notes and keys which the students generally study instead of 
the recommended text books. Although no precise statistics 
arc available about the quantities of cultural paper consumed 
for their production they are bound to be sizable, considering 
that these notes have a flourishing market. The estimates of 
demand for cultural paper do not take these into account. In 
order to increase the availability of cultural paper for text 
books and other literature ways and means have to be found 
to discourage the use of notes by the students. The major ef- 
forts should have to be at the educational front, involving, 
among others, the improvement of instructional programme, 
reform of examination and evaluation procedures, estab- 
lishment of books in educational institutions, arrangements 
for coaching of students and so on. The cooperatives 
authorised retailers and so on, can also discourage the prac- 
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tice of some booksellers insisting that a student purchase a 
key or note along -with a text book. 

1) While every effort must be made to be self-reliant and 
meet the demand for cultural paper from indigenous sources, 
it may be desirable to procure this paper from foreign 
sources as a short-term measure. Till domestic production 
increases to the extent of meeting fully our needs of cultural 
paper, the policy of judicious import of paper will prevent the 
paper industry from creating artificial scarcity and conse- 
quent escalation of prices. 

2) The Government may consider earmarking 10 per cent 
of the earning from book exports for import of popular 
varieties of cultural paper of low grammage. The import of 
this paper cold be canalised through the State Trading Cor- 
poration who could allocate the paper thus imported to State 
and Central Government organisations for the printing of 
text books and other inexpensive literature. 

3) The current percentage of import replenishment to ex- 
porters of books may be increased from 35% to 50%. 
Finally, book publishers publishing paper backs, non- 
illusirated text books, etc., may also be allowed to import 
newsprint against their actual demand; such imports could 
also be canalised through tatc Trading Corporation. These 
measures are likely to reduce the pressure on domestic 
paper. 

Timely Availability of Paper 

The production of text books is a lime bound programme. 
Text books have to be printed and made available to the dis- 
tributors well ahead of the beginning of the academic session. 
The non-availability of text books in time leads to justifiable 
public protest. If for any reasons the publishing agencies are 
not able to obtain in time the required quantities of paper 
from mills, they have to make open market purchases and of- 
ten pay higher prices which inflate the cost of text books. 
Arrangements would have, therefore, to be made for the 
timely supply of paper to publishing concerns. An essential 
prerequisite of the measures that can be taken to ensure this, 
is the correct estimation of the requirements of paper over a 
period of time. The States, who have taken up the publica- 
tion of text books, should establish appropriate arrangements 
for making future forecasts of their paper needs. At the na- 
tional level, the Publication Department of National Council 
of Educational Research and Training would need to be 
reorganised with a view, among other things, to (a) coor- 
dinate the State estimates of paper requirements; (b) func- 
tion as a clearing house organisation for the States; (c) help 
the States with the methodology of forecasting; (d) promote 
regional cooperation among various states in the procure- 
ment of paper and in the production of text books; and (c) 
negotiate with paper industry for the supply of requisite 
quantities of paper. Once the overall estimates of paper have 
been made, they can be communicated to the Ministty of In- 
dustrial Development who can approach the paper mills for 
the supply of requisite quality and specifications. 

The text books produced in one State may be purchased by 
students of another State, This is happening particularly in 
states which have adopted the text books prepared by the 
NCERT. In States where the medium of instruction is 
similar, joint production of text books in a number of subject 
areas can be undertaken on a still wider scale. Under such a 


system bulk printing of text books can be undertaken, which 
will help In reducing the prices that the parents have to pay. 
Avenucs'for regional cooperation must, therefore, be ex- 
plored. Such arrangements will also help in estimating the 
paper requirements and procuring it in bulk on favourable 
terms. The Ministry of Education and Soria! Welfare should 
examine these possibilities in consultation with the State 
Governments. 

One of the important means of ensuring timely supply of 
paper would be to create adequate buffer stocks of paper by 
the publishing agencies, particularly in States where no paper 
milts are located from whom paper can be obtained at a rela- 
tively short notice. This would require the establishment of 
storage facilities at a strategic point. Such storage facilities 
would help the publishing agency to have a measure of con- 
trol over its production plans. It is suggested that, in the first 
instance, storage facilities should be established in the three 
regional text books printing processes, established by the 
Government of India in Chandigarh, Bhubaneswar and 
Mysore. The ultimate aim should be to build storage facilities 
near all the nationalised presses. Appropriate programmes 
for the purposes would have to be included in the Stale 
Plans. 

Reducing the Cost of Paper 

While bulk purchase of paper at DGS&D or mill rales will 
reduce the cost of paper, a number of other measures nre re- 
quired to be adopted for reducing the cost of cultural paper, 
and indirectly that of the cost of text books. The recommen- 
dation made by the National Board of School Text Books 
that the State and Central Governments should exempt from 
excise and other duties the paper purchased by text book 
publishing agencies, require to be examined. The point at 
which this exemption can be granted will have to be ex- 
amined carefully by the Ministry' of Education and Social 
Welfare in consultation with the Ministry of Finance. Since it 
is also used for non-educaiional purposes such as by trade 
and commerce a blanket exemption form various duties of 
the cultural paper will also benefit those whose activities 
need not be subsidized by the Government. The Ministry of 
Education and Social Welfare may also consider giving acral 
subsidy to text books publishing agencies for the purpose of 
paper. This would be a method by which the cost borne by 
the parents for purchase of text books can be reduced. 

IVinting of Text Books 

All the States have nationalised in one form or another the 
production of school text books. The text books are 
produced cither directly by the Department of Education or 
through some statutory corporate or autonomous agency. 
Generally, three systems are in existence: (a) production un- 
der a corporation established under the Indian Companies 
Act, (b) Production under a society registered under the In- 
dian Societies Registration Act and (c) production under the 
direct control of the State Education Department. The 
Government takeover of the production of the text books has 
not only improved the quality but also reduced the cost of 
the books Among the reasons for lower price of nationalised 
text books, the important ones are: since only one text book 
is to be read by all pupils in a particular class throughout the 
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State, the production is on a large scale and consequently the 
cost of the production is low, the profit motive which is partly 
responsible for the higher cost of approved and recom- 
mended text books is not there, etc. 

The State production of text books does not, however, ex- 
tend either to all text books on all the subjects or to text 
books for all grades. Andhra Pradesh is the only State which 
has nationalised text books in all subjects for the entire 
school stage except the non-detailed text books in languages. 
On the other extreme is Gujarat which has nationalised text 
books (from 1970 academic session) for class V only although 
there are departmental books for earlier classes in the State. 
Similarly, in West Bengal, while the nationalised text books 
are available for classes III to V, for earlier classes the books 
are not nationalised. In Tamil Nadu, although the 
nationalised text books arc available from class I, this is con- 
fined to languages text books in Tamil and English only. In 
other States, however, nationalised text books are available 
from the beginning of the school stage, although text books 
in some subjects for some classes may not be those produced 
by the nationalised agency but may be departmental or at a 
later stage prescribed by the Board of Secondary Education 
or University. In the interest of both, improving the quality 
as well as reducing the cost of text books, State production of 
text books needs to be expanded so as to cover all subjects 
and all the classes. 

Because of the inadequate printing facilities for the print- 
ing of text books, the State Governments have often to get 
the nationalised text books printed in private presses; in such 
cases the specifications under which the text book is to be 
printed are laid down in advance by the Department. Only in 
Andhra Pradesh and Tamil Nadu all nationalised text books 
for the primary stage are printed at the Government presses. 
In Orissa nationalised text books for the primary stages are 
printed at the Government press whereas text books for 
middle and secondary stages produced by the Board of 
Secondary Education are printed both in Government as well 
as main private presses. In Kerala also, where all the text 
books (except non-detailed ones) have been nationalised, 
most of them are printed at Government presses; for those 
that cannot be printed in these presses the covers are printed 
in Government presses. In Assam, Gujarat, Jammu & Kash- 
mir, Nagaland, Rajasthan and West Bengal, the entire job of 
printing of nationalised text books is entrusted to private 
presses. In Uttar Pradesh, the publishers who are allotted 
the text books for publication get them printed in private 
presses. The covers are printed in the Government presses 
as well as in private offset presses. In the remaining States of 
Haryana, Madhya Pradesh, Maharashtra, Mysore and Punjab 
and in the Union territory of Delhi printing is done both in 
Government as well as in private presses. Where the books 
have to be printed in private presses, the Government loses 
some control over maintaining the schedule, ensuring that 
only the required number of books are printed and so on. 

There are nearly 30,000 printing presses in the country. 
About 90 per cent of them are small scale units employing 
5-10 persons. They accept small jobs which do not involve 
large scale setting of the matter and which do not demand 
any special kind of layout or a particularly high standard of 
printing. The number of large scale printing establishments 
is still small— about 100-150 in the country. Most of them 
arc concentrated in big cities like Bombay, Delhi, Madras 


and Calcutta. There are also the Government presses which 
are preoccupied with meeting the basic needs of the Govern- 
ment. It is generally felt that the country’s capacity to prim 
text books is not adequate. There is an increasing demand 
from industry for the printing of packaging paper, labels, 
publicity materials, etc; the private printers find meeting 
these demands more lucrative. It may not, therefore, be pos- 
sible for the existing plants to meet fully the text books 
production requirements of the States which are going to in- 
crease as a result of increasing enrolments. There is also the 
question of mass printing of text books. Except for the plants 
in Andhra and Bihar, each of which is capable of producing 
20 million copies a year, there are no plants which can under- 
take large scale production of books. Sophisticated 
machinery, which is not manufactured in the country, is re- 
quired for mass printing of books. The printing of children’s 
books requires colourd printing which can be done economi- 
cally by offset printing. There is shortage of this kind of 
printing in all parts of the country. In order to provide text 
books to school children at low prices, it is essential to 
develop modernised printing capacity. Efforts may be made 
by the Central Government to get a press for every State in 
the same manner as the three regional presses have been ob- 
tained as a gift from the Government of West Germany. But 
if this is not possible, the Central Government should help 
each state in establishing its own printing press. The Ministry 
of Education and Social Welfare should formulate a scheme 
under which State Governments may be assisted to establish 
text books printing presses. 

Distribution Machinery 

The distribution charges (including the bookseller’s com- 
mission) account for 15-20 per cent of the cost of a text book 
The distribution of text books is at present in the hands of 
wholesale agents, their sub-agents and retail book shops. In 
Some states, depots have also been set up at district and 
divisional levels. The existing arrangements for the distribu- 
tion of text books are, however, not very satisfactory and very 
often the books do not become available to school children in 
time. The printing of text books sufficiently in advancc^o as 
to ensure that the stocks become available at all depots well 
ahead of the commencement of the academic session and the 
organisation of an appropriate distribution machinery, offi- 
cial as well as non-official, will ensure that the books become 
available to students in time. The NCERT should undertake 
a study of the existing practices of the distribution of text 
books in different States. Its findings will enable the for- 
mulation of appropriate programmes for ensuring smooth 
distribution. 

The nationalisation of text books should be followed by the 
elimination of middlemen and thus save part of the expendi- 
ture now incurred on agency commissions which, as was indi- 
cated earlier, accounts for 15-20 per cent of the cost of a text 
book. The elimination of the traders and middlemen will re- 
quire the creation of an alternative system of distribution. 
The utilisation of existing teachers’ and students’ coopera- 
tives for the sale of books would be one of the ways by which 
this could be done. These cooperatives may be difficult to or- 
ganise in each and every school, particularly for want of ade- 
quate storage space and staff facilities. The extent to which 
the existing machinery of the Government— of the Education 
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Department as well as of other departments— can be utilised 
for organising a State system of distribution win need to be 
examined by the States. 

The NCERT can be requested to assess the existing posi- 
tion and formulate concrete proposals. 

Other Means of Reducing Cost of Text Books 

The efforts to improve the quality of content, getup and 
printing of the text books is likely to increase the cost of 
production. Ways and means have, therefore, to be devised 
to ensure that, while improving the quality the cost of text 
books is not allowed to increase. Among the important 


measures which can be adopted are: 

(a) coordinating the bulk purchases of paper of standard- 
ised specifications at cheaper rates; 

(b) the supply of blocks and plates of illustrations to the 
States; 

(c) the production of common materials like atlases, 
charts and other aids centrally; and 

(d) avokJing the practice of prescribing a large number of 
text books for a subject. 

The desirability and the feasibility of these suggestions 
would have to be examined by the Government of India and 
the State Governments. 
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APPOINTMENT 

In pursuance of recommendation No. 165 of the Third 
Central Pay Commission, Government set up a Categoriza- 
tion Committee for the Work Charged Staff of the Central 
Public Works Department by the Resolution No. 11015(46)/ 
72-EW4 dated the 18tb May, 1973. 

TERMS OF REFERENCE 

(i) To review the existing classification of posts on the 
work charged establishment of the Central Public Works 
Department as unskilled, semiskilled, skilled and highly 
skilled, keeping in view the duties and responsibilities of each 
post, complexities of tasks assigned, skills required to per- 
form jobs, tools used and processes involved in the work, and 
suggest appropriate revised classification, where necessary, so 
as to ensure proper placement of the workers into the new 
pay scales prescribed on the recommendations of the Third 
Pay Commission. 

(ii) To examine the anomalies, if any, in the classification 
of posts on the work- charged establishment of the Central 
Public Works Department in' the light of the classification 


adopted for similar posts in other departments and suggest 
remedies for removal of such anomalies, keeping in view all 
the relevant factors. 

(ih)To review the classification of identical categories of 
industrial workers under Government of India Presses such 
as carpenters, electricians, welders, wiremen, electrical Khal- 
lasi, and blacksmith for ensuring a reasonable measure of 
uniformity of standards in the process of rc -categorisation. 

CONTENTS 

Introduction; Our Terms of Reference; Views expressed 
by Unions and Departmental officers; New Pay structure of 
the Third Central Pay Commission and its repercussions; 
Objective Principles being followed by the Committee; Clas- 
sification of the existing categories in the work charged Es- 
tablishment of the CPWD; Recommendations for some 
changes in the structure of the work charged Establishment 
of the CPWD; Some general observations on the structure of 
the work charged Establishment and its relationship with 
Regular Classified Establishment of the CPWD; Fitment of 
categories into the prescribed scales of pay, classification of 
some categories of workers in the Government of India 
Presses; Some suggestions regarding implementation of our 
recommendations;Conclusion; Appendices A to E. 

RECOMMENDATIONS 

The recommendations of the present Committee will not 
apply to the CPWD units engaged in construction of roads in 
Nepal 

The present classification is based on relative position of 
categories in the context of basic trades which have already 
been classified as skilled or highly skilled within or outside 
Government departments. 

The Committee does not agree with the contention that 
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all skilled or highly skilled categories should have a common 
pay scale. 

The post of work mistiy(Electrical) should have been 
treated at par with work Assistant and Road Inspector on the 
Civil side. This should be rectified immediately with effect 
from a prospective date. 

The following Civil categories should be abolished: 

Chainman unskilled 

Lineman Plumbing Packer and 

Asst, upholsterer Syce semi-skilled 

The Skilled category of Caneman should be abolished 
and the work of repairs should be entrusted to parties on the 
basis of ad hoc contracts. 

The category of Tailor in the skilled group should be 
abolished and the duties entrusted to the existing category of 
upholsterer. 

The category of stone cutter (skilled) should be 
abolished. 

The category of Assistant Painter should be abolished. 

Some highly skilled categories should be created for 
specialised masonry work, specialised carpentry and 
specialised painting jobs. 

The remuneration for such j'obs will depend upon the job 
they do and will be fitted in one or both of the scales recom- 
mended by The Third Pay Commission, namely Rs 330-480 
or Rs.380-560. 

Electrical and Mechanical Wing 

The category of Assistant Turner (semi-skilled) should 
be abolished. There is no scope for a semi-skilled worker in 
this trade. 

Similarly, the category of Assistant Lift Mechanic 
(referred to as Assistant Mechanic Lifts) (semi-skilled) 
should be abolished. 

The category of Fitter (skilled) should be abolished and 
merged with the category of Mechanics. Similarly, the 
category of Assistant Fitter should also be merged with the 
Assistant Mechanic. 

The category of Lineman (skilled) should be abolished 
and should be merged with the existing category of Wireman 
to be re-designated as Electrician. 

The category of Assistant Lineman (semi-skilled) should 
be merged with the category of Assistant Wireman to be re- 
designated as Assistant Electrician. 

The category of Stoker (semi-skilled) should be 
abolished and the duties of the stoker should be assigned to 
the Assistant Bohemian. 

The existing Lift Attendants in the Work-charged Estab- 
lishment should be placed in the semi-skilled group with the 
pay scale of Rs. 210-290, 

The Assistant Operators (semi-skilled) engaged for 
operating pumps should be re-designated as Pump Atten- 
dants and continue to be in the semi-skilled group. 

There should be no skilled operators working on pumps. 
All existing operators so engaged should be wasted out. 

Direct recruitment to the category of Pump Attendants 
should be stopped and the recruitment to the grade of Pump 
Attendants should be by promotion from the unskilled 
category only. The recruitment rules should be suitably 
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revised. 

The designation of Wireman and Assistant Wireman ‘ 
should be charged to Electrician and Assistant Electrician. 

The present Electrician in the highly skilled category 
should be re-designated as Senior Electrician and continue to 
be in the Highly Skilled group. 

A separate category or Senior Lift Mechanic should be 
created in the Highly Skilled grade. 

A category of Senior Cable Jointer should be created in 
the Highly Skilled Trade. 

Horticultural Wing 

The category of Bhistis (unskilled) should be abolished. 

There should be no recruitment- in the unskilled category 
of any Malis. 

All Malis should be in the semi-skilled grade. 

The unskilled worker in the Horticulture Wing should be 
re-designated suitably e.g.Garden Khallasi or Garden Atten- 
dant etc. 

Future recruitment to the grade of Malis should be by 
direct recruitment of trained candidates and by promotion 
from the unskilled category simultaneously in accordance 
with a prescribed ratio and trade test. 

About one third of the posts at present in the trade of 
unskilled Malis may be upgraded to the semi-skilled category. 
The present unskilled incumbents should initially be eligible 
for promotion to the upgraded posl after having been 
properly screened by a trade test. 

As the Horticultural Directorate is called upon to ex- 
ecute skilled and highly-skilled jobs, the necessity of some 
skilled operative categories is genuine. The previous 
Categorization Committee’s recommendation for creation of 
posts of Floral Decorators should be acted upon. 

It is suggested that Government may consider creation of 
some skilled operative posts on merits of such proposals. At 
present, there seems to be no necessity to create any highly 
skilled posts in the Horticultural Wing. 

In the event of a number of skilled operative posts being 
created, these should work independently of the supervision 
exercised by the Chowdharics but directly under the Section 
Officer or (he Assistant Director. 

There are a number of categories which were created 
after the previous categorization. Most of these categories 
are in connection with works in Nepal. The category of Jeep 
Driver, however, should be classified as 'skilled' and should 
be placed in the pay scale of Rs. 260-350 as recommended by 
the Third Pay Commission for light vehicle drivers. 

A number of work charged categories were transferred 
to Regular Classified Establishment by Government orders 
in 1958 and subsequently some more categories were trans- 
ferred to the Regular Classified Establishment in accordance 
with the first Categorization Committee’s recommendations. 
Scwermen and Lift Operators wore in the list of categories so 
transferred. Some of the Scwermen and Lift Opcratois opted 
to continue in the work charged Establishment. They being in 
the semi-skilled category would be fitted in the scale of Rs 
210-290. The corresponding scale recommended for the 
Regular Establishment (non-workshop staff) is, however, Rs. 
210-270. This will create an anomaly. It is, therefore, sug- 
gested that those Scwermen who were transferred to the 
Regular Establishment should be given a pay scale of Rs. 
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210-290 as personal to them. 

There is not much anomaly about the Lift Operators in 
the Regular Establishment as the Pay Commission has 
recommended a Selection Grade for them. The Lift 
Operators who were transferred from the Work-charged Es- 
tablishment may, however, be given an option either to opt 
for semi-skilled scale of Rs. 210-290 personal to them or 
remain in the Regular Establishment with the new pay scale. 

Consequent on the recommendation regarding the 
general pay scale of the skilled category being at Rs, 260- 
400, the pay scale of the Work Assistants, although in the 
Regular Classified Establishment, who are expected to super- 
vise the work of the skilled category seems extremely inade- 
quate. The only way to rectify the situation partially without 
touching the pay scale of the Work Assistants is to re-activate 
the category of Selection Grade Work Assistants in the 
Regular Establishment. 

For the promotion of skilled artisans to the grade of 
Work Assistants, it will be sufficient for a candidate to have 
some working knowledge about the trades other than his 
own. 

It is difficult to classify the Work Assistant in the Work- 
charged Establishment. For the very peculiar nature of their 
job, they can be termed as 'Minor Supervisors’. 

In some isolated stations it will be economical and 
desirable to grant the existing "Artificer Allowance"(i.e. some 
special pay) to workmen who may look after the stray jobs of 
another trade. 

Some avenue for promotion should be available to the 
unskilled workers who by virtue of the nature of duties have 
no opportunity of learning a skilled trade e g. Beldars work- 
ing on roads, air strips or stores. It will be desirable to create 
some posts of Mates for the purpose of supervision at the 
lowest level. 

The existing Head Electrician (150-205) should merge 
with the existing Electrician which has been suggested to be 
re-designated as Senior Electrician. The existing Assistant 
Electrician in the scale of 85-110 should be in the semi-skilled 
grade and can be easily fitted in the proposed category of As- 
sistant Electrician. The -existing category of Firemen (Non- 
fire-fighting) in the scale of Rs. 75-95 should be in the semi- 
skilled grade of Rs. 210-290 as in the case of Stoker. 

The present practice of granting exemption from trade 
tests to selected categories should be discouraged as this is 
detrimental to the interest of the Department and also raises 
similar demands from other categories. 

Government should prepare some basic guidelines for 
conducting trade tests in the various units 

In the particular cases where abolition of semi-skilled 
categories attached to skilled grades has been recommended, 
the unskilled workers should be allowed to compete with out- 
siders for entry into the skilled grade with suitable relations 
required for the purpose, subject however to that the techni- 
cal qualifications and trade test standards are not relaxed. 

The direct recruitment quota for the existing Wiremen to 
be re-designated as Electrician, should be abolished. 50% of 
the posts of existing Assistant Wireman to be re-designated 
as Assistant Electricians, should be filled up by direct recruit- 
ment. 

Wherever possible, training should be given to existing 
workmen. 

At present it will not be possible to introduce the 


category of Master Craftsmen. 

Although at present all the existing skilled grades have 
been put on the single pay scale of Rs. 260-400; it will be 
open to Government to give any of the three basic pay scales 
maintained for skilled categories for all newly created 
categories 

Even while adopting the pay scale for Jeep Drivers, the 
pay scale of 260-350 applicable to light motor vehicle drivers 
has been adopted 

The following categories should be in the grade of Rs. 
330-480 in the highly skilled group: 

Electrician (to be redesignated as Senior Electrician) 

Pattern Maker 
Senior Mechanic 
Senior Mechanic AC & R 
Senior Operator 
Senior Lift Mechanic 
Senior Cable Jointer 

The last two categories have been recommended for new 
creation. 

The following categories should be in the Grade of 380- 
560. 

Boiler Foreman 

Foreman AC & R 

Foreman Electrical 

Foremen Mechanical. 

Some Categories in the Government of India Presses 

Electrical Khallasis should be in the unskilled grade. Car- 
penter, Welders, Blacksmiths and Wiremen should be in the 
skilled grade with a pay scale of Rs. 260-400. The Electrician 
should be in the highly-skilled Grade of Rs. 330-480. 

As in the case of the work-chargtd Establishment, the 
Government of India presses should also redesignate the 
Electrician as Senior Electrician and skilled Wireman as 
Electrician. 

The present Electricians who are to be upgraded to the 
highly-skilled category should possess a supervisor’s license 
as in the case of the CPWD. 

The existing Wiremen to be redesignated as Electrician 
should possess electrical workmen's permit class II or its 
equivalent. 

Any other identical categories which have not been 
covered in Chapter X should be classified in the same man- 
ner as has been done for the Workcharged Establishment of 
the CPWD. 

There is some need for adopting a definite pattern of 
operation and supervision on the Electrical side of the 
Government of India Presses. 

It may be desirable to merge the Electrical Khallasis with 
general unskilled category of labourers in the Government of 
India Presses for the puiposc of flexibility. 

General 

In the cases of Assistant Turner, Assistant Lift Mechanic 
and Assistant Painter w-hich have been recommended for 
abolition, the existing incumbents should be trade tested and 
a skilled post will have to be created for the successful can- 
didates. The semi-skilled post should be abolished simul- 
taneously. 
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The trade test will be repeated once a year on the same 
lines till all the existing Assistant Turners, Assistant Lift 
Mechanics and Assistant Painters are either promoted or 
wasted out in the normal course. 

The vacancies in the existing skilled grade should, 
however, be filled up by direct recruitment only. A post in 
the existing semi-skilled grade falling vacant due to normal 
wastage should be abolished and corresponding skilled post 
created and filled by direct recruitment. 

The trade test for the semi-skilled category mentioned in 
para 12 of Chapter 19 of the Pay Commission’s Report 
should not apply to the existing semi-skilled Malis in the 
scale of Rs. 75-95, mates (Rs. 75-95) and Scwermen in the 
workchargcd establishment (Rs. 75-95). They should be 
automatically eligible for the scale of Rs. 210-290. 

However, in the case of Stoker and Line-men plumbing, 
the trade test will be required to enable the existing incum- 
bents to enter the grade of Assistant Boilcrman and Assis- 
tant Plumber in the existing Grade of Rs. 85-110. 


Similarly the Firemen (Non-Fire Fighting) will also have 
to undergo the trade test to enter the grade of Assistant 
Boilerman. 

The present designation of Mali and senior Mali will 
have to be revised. 

The present skilled operators working on Pumps should 
be wasted out. The vacancies thus created should be 
downgraded to those of Pump Attendants in the semi-skilled 
grade. 

The Duties and Recruitment Rules for each post should 
be thoroughly reviewed after the present classification. 

The recommendations regarding the Horticultural Wing 
should apply to all horticultural workers, whether under-the 
Director of Horticulture or outside. 

There should be some coordination while framing the 
yardsticks of the various Categories— Civil, Horticultural or 
Electrical and Mechanical. 

Yardsticks should not be taken as rigid guidelines for 
creation of posts. 


COMMITTEE FOR CATEGORISATION OF THE GOVERNMENT OF 

INDIA PRESS WORKERS, 1973. 

Report, New Delhi, Ministry of Works and Housing, 1973, 56+ip. Memiographed. 


Chairman: Shri R.Gopalaswamy. 

Members: Shri S.N.BanerjijShri A.G Das Gupta; Shri 

Mehar Singh. 

Secretary: Shri Siri Krishan. 

APPOINTMENT 

The Government of India by their Resolutions No.O- 
17034/55/72-PI dated the 17th March, 1973 and 25th April, 
1973 and No. O-17034/55/72-PI/Ptg. dated the 31st May, 
1973, set up a Committee known as "the Committee for 
Categorization of the Government of India Press Workers, 
1973". 

TERMS OF REFERENCE 

(i) to review the present classification of the posts of in- 
dustrial workers in the Government of India Presses with 
reference to skill required to perform jobs; 

(ii) to recommend reclassification, wherever called for, by 
way of updating or with a view to removing anomalies, if any, 
in the existing classification as far as practicable by 
meticulous examination of the work content, technical ap- 
praisal of the tools, etc. used by operatives, tolerances 
specified, processes involved etc. so as to ensure proper 
placement of the workers into the new pay scales that maybe 
prescribed on the recommendations of the Third Pay Com- 
mission. 

(:ii) to recommend any changes in the staffing pattern in 
various branches and sections in the Government of India 


Presses consequent on the rcclassification/abolition/creation 
of categories of workers in the Government of India Presses 

CONTENTS 

Introductory 

Principles of classification; Composing Branch; Reading 
Branch; Machine Branch (Letter-presses); Bindery Branch; 
Mechanical Branch; Photohtho Wing; Process section; 
General categories; conclusion; Summary of Recommenda- 
tions; Appendices A & B. 

RECOMMENDATIONS 

Principles of Classification 

The existing mode of classification of industrial workers 
into unskilled, semi-skilled, skilled, highly-skilled, and super- 
visory categories does not require any change. 

Composing Branch 

The classification of Lino and Mono operators as highly 
skilled should stand. There should be a selection grade for 
20% of the posts in the scale of Rs.425-640. 

The reduction from the pay of Lino and Mono operators 
for short outturn, should be Rs.20 and Rs. 40 instead of the 
existing rate of Rs. 7.50 and Rs. 15.00 respectively. 

The classification of Mono Caster Operator as skilled 
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should stand. The post should have the long scale of Rs. 
260-400 for the skilled category. 

There should be one category of Compositor instead of 
the existing two Grades. The post should be classified as 
skilled and given a special scale of Rs. 260480. 

The classification of Cylinder Proof Pressman as skilled 
and Galley Proof Pressman as semi-skilled should stand. 

The post of Metal Melter should continue to be clas- 
sified as skilled. 

The post of Barman should continue and should be 
semi-skilled. 

The post of correction checker should be revived and 
designated Time Checker 1 . It should be at par and inter- 
changeable with Section Holder and classified as Supervisor. 
There should be one post for every 50 compositors in each 
shift. 

The post of Distributor should be revived. It should be 
in the skilled category with the pay scale of Rs. 260-350. 

One Assistant Section Holder should be in charge of 
store section with 16 Distributors. Where the number of 
Distributors is larger, a Section Holder should be put in 
charge. 

The standing forme section should be under the charge 
of an Assistant Section Holder. 

Each Section in the Composing Branch should comprise 
about 30 compositors to be supervised by one Section Holder 
and one Assistant Section Holder. The span of supervision 
of Foreman should be reduced to 4 sections instead of 8 sec- 
tions. 

Reading Branch 

The post of Copyholder should continue to be in the 
skilled category, of Reviser, Editor and Copy Editor in the 
highly skilled category and of Head Reader and Reader-in- 
charge in the Supervisory category. 

The posts of Junior Reader and Senior Reader should be 
merged into one highly stalled category of Reader to be given 
the scale of Rs.330-560. There should be a selection grade 
for 20% of the posts in the scale of Rs. 425-640. 

Machine Branch 

The posts of Mechineman Gr.I and Grade II should be 
merged into one highly skilled category of Mechineman with 
a long scale of Rs. 330-560. The post of Mechineman 
Gr.ITI should continue in the skilled category and should be 
redesignated as Machine Assistant. 

The posts of Machine Inker/Press Inker/ Rotary man 
may be redesignated as Machine Attendant The post should 
be in the semi-skilled category. 

The crew of manning printing machines should be as 
suggested in para 5.6 of the Report. The post of Outturn 
Checker to be designated as Time Checker, should be 
revived. It should be at par and inter-changeable with the 
Section Holder. There should be one post for each shift. 

There should not be separate sections for Hand press, 
Flatbed and Rotary machines. 

Bindery Branch 

There should be only one category of Binders and the 
IN INDIA, 1973 


past should be placed in the skilled category with the scale of 
Rs. 260-350. There should be a selection grade for 20% of 
the posts in the scale of Rs. 320400. 

The post of Warehouse man should continue to be in the 
semi-skilled category and should be designated Bindery As- 
sistant. 

The post of Gold Finisher should continue to be in the 
highly stalled category. 

The existing unit of supervision should be supplemented 
by an Assistant Section Holder to assist the Section Holder. 

The post of Outturn Checker, to be designated as Time 
Checker, should be revived. It should be at par and inter- 
changeable with the Section Holder. There should be one 
post for each shift. 

Mechanical Branch 

The posts of Assistant Mechanic (Lino)/ (Mono)/ 
(Mechanical) and Mechanic (Lino)/ (Mono)/ (Mechanical) 
should continue to be in the stalled and highly stalled 
categories respectively. 

The posts of Head Mechanic (Lino)/(Mono)/ (Mech.) 
and Supervisor (Mechanical) should be classified as super- 
visory. 

The post of Roller Moulder should continue to be in the 
semi-skilled category. 

The post of Stereotypes should continue to be classified 
as skilled but should carry the scale of Rs. 260400. 

Photolitho Wing 

The post of Feeder should be redesignated as Machine 
Assistant (Offset) and should carry scale of pay of Rs.260- 
350. 

The post of Machine Operator Class n (Photosetter) 
should be designated as Machine Assistant (Photosetter) and 
categorized as skilled with pay scale of Rs. 320400. 

The post of Workshop of Mechineman should be 
redesignated as Mechanic (Offset) and should continue to be 
in the highly skilled category. 

The post of Assistant Machine Operator (Xerox) should 
be classified as skilled with the pay scale of Rs. 320400. 

The posts of Attendant and Trimmer should continue to 
be classified as semi-skilled and the posts of Dark Room As- 
sistant and Graining Operator as skilled. 

The posts of Helio Operator, Machine Operator 
(Xerox), Machine Operator class II (Photostat), OfTset 
Mechineman Grade I and Grade II and other posts listed in 
para 8.14 should be classified as highly skilled. 

Process Section 

The post of Developer should be merged with the post 
of Dark Room Assistant. 

There should be one category (instead of two at present) 
of Etcher in the highly skilled category with the long scale of 
Rs. 330-560. There should be a selection grade of Rs. 425-640 
for 20% of the posts. 

The post of Printer should be merged with the category 
of Etcher. 

The post of Moulder and Finisher should be classified as 
highly skilled with the pay scale of Rs. 330480. 
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The post of Plate Monnter and Finisher should continue 
to be in the skilled categoiy. 

General Categories 

The post of Foreman should be classified as Supervisory 
and should cany a pay scale of Rs. 455-700. 

The post of Section Holder should be classified as super- 
visory and should carry a pay scale of Rs. 425-640. 

The post of Assistant Section Holder should be revived 
and placed in the Supervisory category, with a pay scale of 
Rs. 380-530. 

The post of Lorry Driver/Van Driver should continue to 
be in the skilled categoiy and the posts of Cleaner, Driver 
and Driver for Auto Truck in the semi-skilled category. 

The post of Labour Supervisor should carry a scale of 
Rs. 210-290. 

The post of Labourer should continue to be classified as 
unskilled. 

Paragraph 5.6 

Consequent on our recommendation to merge the two 
categories of Mechineman Grade I and Mechineman Grade 
II, we feel that the staffing pattern for running letter-press 
sheet-fed printing machines of various sizes should undergo a 
change. As the Government of India Presses follow the stan- 
dards laid down by the Indian Standards Institution in 
respect of sizes of paper used and the finished products we 
recommend the following crew for letter-press printing 
machines capable of printing paper' in the various sizes in 
RAO series: 

S.No. Machines for paper sizes Crew 


RAO 

Mechineman 

Machine 

1 


Assistant 

Machine 

1 


Attendant 

1 

Less than RAO and upto 

Mechineman 

1 

RAl(including RA1) 

Machine 



Assistant 

1 

Less than RA1 and above 

Mechineman 

1 

RA3 

Machine 



Attendant 

1 

RA3 and below 

Mechineman 

1 


-In regard to letterpress webfed rotary machines, the crew 
recommended is as at present, viz., 1 Machincman, 1 
Machine Assistant and one Machine Attendant. 

Paragraph 8.14 

We do not recommend any change in respect of thc'fol- 
lowing posts: 


1. Artist Retoucher Highly 




skilled 

Rs. 550-750 

2. 

Assistant Artist Retoucher -do- 

Rs. 455-700 

3. 

Cameraman 

-do- 

Rs. 425-700 

4. 

Junior Artist 

-do- 

Rs. 455-700 

5. 

Junior Artist (Calligraphy) -do- 

Rs. 455-700 

6. 

Machine Operator Grade I 



(stop and repeat) 


Rs. 425-700 

7. 

Machine Operator Qass I 




(Fotosetter) 


Rs. 425-700 

8. 

Prover 

-do- 

Rs. 425-600 

9. 

Senior Artist 

-do- 

Rs. 550-750 

10. 

Senior Artist-incharge. 

-do- 

Rs. 700-900 

11. 

Technical Assistant/ 




varityper typist (varitype) 

-do- 

Rs. 380-560 


The posts at S.No. 6 and 7 have not been formally clas- 
sified so far. We recommend that they should be placed in 
the highly skilled category. 
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; RAILWAY ACCIDENT INVESTIGATION ON DERAILMENT OF. 
(i^NO^O DOWN FAST PASSENGER TRAIN BETWEEN MALHARGARH 
XND HARKIAKHAL STATIONS, WESTERN RAILWAY ON 4TH JUNE, 1973. 
"' r ; " Report, New Delhi, Controller of Publications, 1974. lOp. 


; One Man Committee: Shri G.S. Pandor. 

• •’ '* 

APPOINTMENT 

This Committee was constituted in accordance with Rule 
C4 of the' Ministry of Tourism and Civil Aviation’s Notification 
No. ' RS 1 3-T (8)/7 1 dated the 19th April, 1973 to inquire into 
theaccidentto No. 90 Down Fast Passenger Train at about 
15.15; hours' on 4th June, 1973 at Km. 257/5-6 between 
Malhargarh and 'Harkiakhal stations on the Ratlam-Ntmach 
;Metre;’pauge Section of the Western Railway. 

' TERMS OF REFERENCE 




/•'/?. To inquire into the accident to No. 90 Down Fast Pas- 
senger trairrat about 15.15 hours on 4th June 1973, at Km. 
257/5-6 between Malhargarh and Harkiakhal stations on the 
Ratlara-Nmach Metrc Gauge section of the Western Rail- 
way."': \ ■ 


CONTENTS 

Summary;/ Relief Measures; The Train; Local Condi- 
/tiohs; -Summary of Evidence; Discussions; Conclusions; 

’-Remarks and Recommendations. 

.■■Sr r v -- 

CONCLUSIONS 
" --\j vs-'V r : 

Causeof the' Accident 

i ii C'-'J.V . V-r l J 
'ta.V ~ i ' r \ j 1 ' 

r '//'After full consideration of all facts, material and cir- 
cumstaritlal.cvidence, I have reached the conclusion that the 
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blowing over of a part of 90 Down Fast Passenger at 15.15 
hours on 4th June, 1973, at Km 257/5-6 was the result of its 
having been struck by a sudden severe storm from the east 
while on the run between Malhargarh and Harkiakhal sta- 
tions on the Ratlam-Nimach Metre gauge section of the 
Western Railway. Its effect was localised. 

No one is held responsible for it 

Relief Measures 

The emergency calls for medical aid were made without 
delay and were met with prompt response. I am satisfied that 
the medical aid was prompt and efficient. Relief measures 
were as satisfactory as could be expected in the cir- 
cumstances. 

REMARKS AND RECOMMENDATIONS 

A Ulrd class coach was marshalled next to the engine 
and not the TLR as required under Board’s order. Despite 
the railway officials, claim to have latched one of the doors 
from inside and locked the other by the carriage key and 
closed all windows, passengers had gained access to it prior 
to the accident. When passengers cannot be prevented from 
travelling m coaches so marshalled despite whatever precau- 
tions, the very purpose is defeated. The passengers who died 
at the spot were in this coach. The rake was at Mhow for the 
night and in my opinion, there was ample time to marshal the 
rake in correct order. The staff at fault should be taken up 
It should be ensured that standing instructions of the Board 
on the subject are strictly complied with. 
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INFORMAL EXPERT GROUP ON COOPERATIVE 
EDUCATION, TRAINING & RESEARCH, 1973. 

Report, New Delhi, Ministry of Agriculture (Department of Co-operation), 

1974, Memiographed 52+ xv p. 


Chairman: Dr. M. S. Swaminathan. 

Members: Dr, D.P. Singh; Dr. S. Paul; Shri R.N. 

Haldipur; Shri N.P. Sen. 

Secretary: Shri K.S. Bawa. 

APPOINTMENT 

The Informal Expert Group on Cooperative Education, 
Training & Research was constituted under the Government 
of India vide their Notification No. P.11015/1/73-CT dated 
12th June, 1973. 

TERMS OF REFERENCE 

(i) To examine the adequacy of the existing structure in- 
cluding policy, direction, guidance and coordination at the 
central level in the sphere of co-operative training, education 
and research in the context of the rapidly expanding spheres 
of cooperative programmes, and the need for professionally 
competent personnel, with knowledge of modem manage- 
ment techniques for the cooperative sector; 

(ii) To suggest measures for effective collaborative ar- 
rangements between the co-operative training organisations, 
Agricultural Universities, Institutes of Management, etc. 

CONTENTS 

Introduction; Background; Critique of the present situa- 
tion; Recommendations; Annexurcs I to VI. 

RECOMMENDATIONS 

Policy Framework 

The present arrangements for training of personnel were 
conceived of, as indicated in an earlier chapter, more than a 
decade ago. The cooperative movement has, since then, wit- 
nessed an unprecedented expansion and ramification of its 
activities. Increasing reliance is placed on cooperatives for 
providing the necessary infrastructural facilities for modern- 
ising agriculture, promoting agro-industrial complexes in 
rural areas and supporting the expanding public distribution 
system. This tremendous growth and diversification in the 
activities of cooperatives has brought to surface, as we earlier 
indicated, the inadequacies in the existing arrangements for 
training of personnel of cooperatives. 

In the context of growing volume and complexities of 
operations of cooperatives, the need for professional 
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management has become imperative for a sustained healthy 
growth and success of the movement. It is important to note 
that cooperative movement does not connote a scries of iso- 
lated and unconnected activities, but represents an inter- 
related and integrated system informed by social purpose. 
Arrangements for training of cooperative personnel should, 
therefore, be aligned to meet the growing needs of the move- 
ment. The basic premises, which form the basis for our 
detailed recommendations later in this chapter, are: 

i) Development of training programmes in a specialised 
function. 

ii) Training arrangements should be sensitive to the 
practical needs of the cooperatives and training should, 
therefore, be an essential part of the over-all programme of 
cooperative development. 

iii) The entire range of arrangements for training of 
cooperative personnel should be conceived as an integrated 
system with central guidance and coordination to avoid 
duplication of efforts and to ensure optimum utilisation of 
resources and to maintain uniformly high standards of train- 
ing. 

iv) Recognizing that training is a crucial input, which has 
a long-term impact on the over-all efficiency of the coopera- 
tive movement, adequate funds should be made available for 
the training programmes. While, in the existing cir- 
cumstances, Government should continue to be the main 
source of finance for these programmes the movement which 
is the beneficiary of the programme should also begin to con- 
tribute to the resources for this programme. Other agencies 
interested in the healthy growth of cooperative movement 
should also provide assistance for the training programme. 

v) It is important that organisations and institutions 
entrusted with training should be endowed with adequate 
autonomy, both financial and administrative. 

vi) Training for cooperative personnel has to be ar- 
ranged in diverse fields like, law, accounts, banking, farm 
management, industrial, business, commercial management 
etc. This calls for a close contact with institutes of manage- 
ment, agricultural universities, etc 

Central Agency and Its Functions 

There is unanimity of view that there should be an 
agency at the central level which should be entrusted with the 
responsibility for formulation, coordination and implementa- 
tion of cooperative training programmes in the country. » 
should be high level expert and representative body endowed 
with adequate funds and autonomy. The functions of tbn 
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In the light of the above observations, we recommend 
that tfic composition -of theCoundl may be as follows; 

1. President of the NCUI — President 

2. Director General of Coop. Education, Research and 
Training — Vice President 

3 & 4. Two representatives of National level Cooperative 
Federations to be nominated by the Governing Council of 
the NCUI. 

5 & 6. Two representatives of State Cooperative Unions 
to be nominated by the Governing Council of NCUI. 

7 & 8. Two Chief Executives of National Level Coopera- 
tive Federations to be nominated by the Governing Council 
of the NCUI. 

9 & 10. Two Chief Executives of State Level Cooperative 
Federations to be nominated by the Governing Council of 
tfie NCUI. 

11 & 13. Three nominees of the Central Government. 

14. Secretary, National Cooperative Development Cor- 
poration. 

15. Deputy Govemor/Exccutive Directof incharge of 
Agricultural Credit, Reserve Bank of India. 

16 & 17. Two representatives of financing institutions to 
be nominated by the Reserve Bank of India. 

18. One nominee of the Director General, ICAR. 

19 & 20. The Dean of the VMNICM and the other rep- 
resentative of the Institute to be co-opted by the CCERT. 

21 & 22. Two Principals of Coop.Training Colleges to be 
co-opted by the CCERT. 

23. One representative of Universities to be co-opted by 
the CCERT. 

24. One representative of the Agricultural Universities 
to be co-opted by the CCERT. 

25. One representative of the Institutes of Management 
to be co-opted by the CCERT. 

26 & 27. Two Registrars of Cooperative Societies from 
the States to be co-opted by the CCERT. 

Note; 

While making co-options proper regional representation 
on the Council maybe ensured. Generally not more than one 
person from a State may be co-opted. 

Director-General CCERT 

To equip the CCERT to discharge its functions effi- 
ciently, it should have the services of a highly competent ex- 
ecutive, who may be designated as Director General. The in- 
cumbent to this post should be a dynamic person with out- 
standing record and experience. To attract highly competent 
persons to this post, this office should carry the status of a 
Vice-Chancellor of a University. To select a suitable person 
for the post, the choice should necessarily be made from a 
wider field, but attempt should be made to choose one with 
cooperative background. We envisage a crucial role for the 
Director General. He should be the Vice-President of the 
Council and generally represent the Council on other expert 
bodies. He should also preside over sub-committees of the 
Council, if any. As the major focus of attention of the Coun- 
cil will be on the strengthening and expansion of the role of 
VMNICM, the Director General should also be the head of 
that Institute. Besides being responsible for the administra- 
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tion of the Council, he would thus be also directly respon- 
sible for the administration and development of the National 
Institute. The Director General should have adequate 
powers under the bye-laws to match his responsibilities. 

Amendment of Bye laws of NCUI 

The bye-laws of the National Cooperative Union of India 
would need to be amended to provide for the constitution of 
the Council as a separate wing of the NCUI with its own' 
funds and autonomy. The bye-laws should also provide for 
appointment of a Director General with adequate powers as 
indicated above. We understand that such amendment to the 
bye-laws of the NCUI is permissible. Besides NCUI, other 
organisations and interests will be represented on the Coun- 
cil. We would, therefore, suggest that any amendment of the 
bye-laws of the NCUI relating to CCERT may be made only 
with the prior concurrence of the Government of India. 
When, in due course, a separate Multi-State Society is or- 
ganised as suggested in para 4.4 above, it should have, in ad- 
dition to a General Body, a Governing Council whose com- 
position may be on the lines indicated at para 4.6. 

V.M. National Institute of Cooperative Management 

A major responsibility of the proposed CCERT is to 
develop the VMNICM as a premier institute for cooperative 
management and training at the National level. As already 
indicated, the Director General of CCERT will also be the 
head of this National Institute. The Director General may be 
assisted by a Dean in the administration of the Institute. 
This Institute would also need further strengthening of its 
teaching faculty. This should receive priority of attention of 
the CCERT, which should consider introducing U.G.C’s 
scales, as approved by the Government of India, for the 
teaching staff to attract persons of requisite calibre and ex- 
perience. 

The premises in which the Institute is now located, 
belongs to the Reserve Bank of India and has been licensed 
to the GCT. The Cooperative Bankers’ Training College 
run by the Reserve Bank is also located in the same building 
We are recommending in this chapter that the Cooperative 
Bankers’ Training College (CBTQ run by the R.B.I, should 
be transferred to the proposed CCERT along with the build- 
ings and equipments at Poona. This would provide an ade- 
quate campus to the National Institute to enable it to further 
expand and diversify its training programmes. Additional 
buildings can be constructed as and when necessary. If, for 
some reason, the Reserve Bank does not agree to transfer 
the CBTC to the CCERT, the alternative would be to take 
urgent steps for constructing a separate campus for the In- 
stitute at a suitable location. 

A suggestion has been made that more National In- 
stitutes on the line of the Poona Institute may be established 
in the country. As it has been indicated earlier, even the ex- 
isting facilities available at the Poona Institute arc not being 
fully utilized. Efforts should, therefore, first be directed to 
fuller utilization of the facilities at the Poona Institute. If, at 
a later date, the Poona Institute is unable to cope with the 
demand for training arrangements, the question of opening 
more such Institutes at suitable places and in appropriate 
fields may be considered. 

COMMITTEES AND COMMISSIONS 



Cooperative Bankers’ Training College 

As we indicated earlier, the Cooperative Bankers’ Train- 
ing College is being run by the Reserve Bank in the same 
premises in which the National Institute of Cooperative 
Management is located. We have noted that, prior to 1962, 
when the cooperative training programme was being ran by 
the Central Committee for Cooperative Training under the 
R.BX, the C8TC was one of the institutions under the con- 
trol of the Committee. When the present C.C.T. was formed, 
this college was not transferred to it. During our discussions 
with representatives of cooperative institutions and others, it 
was urged that CBTC should also be transferred to the 
Central Agency for Cooperative Training, that is, the 
proposed CCERT. 

Wc have carefully examined the suggestion for transfer- 
ring CBTC from the Reserve Bank to the proposed CCERT. 
The CBTC trains intermediate as well as senior personnel of 
cooperative banking institutions. Besides, it also trains of- 
ficers of commercial banks in agricultural financing. Agricul- 
tural credit constitutes a major activity of cooperatives and 
arrangements for training in rural banking should, therefore, 
be a legitimate function of the proposed CCERT which could 
certainly extend training facilities to the personnel of the 
commercial banks also. In the present context of the need 
for greater coordination between commercial banks and 
cooperatives, a common training programme for senior of- 
ficers of cooperatives and commercial banks in agricultural 
credit is highly desirable and will be extremely useful. It is 
for this reason, we have also recommended that representa- 
tives of financing institutions should be on the proposed 
CCERT. It has also been pointed out to us that the Reserve 
Bank, as a Central Bank of the country, should promote and 
not undertake such training programmes. In this connection 
a former Governor of the Reserve Bank had observed: 

"This large scale increase in credit operations has im- 
posed on the personnel of cooperative institutions a strain 
which it was not, in most cases, qualified to bear and it be- 
came necessary to undertake a training programme. It is not 
one of the normal functions of the Reserve Bank to under- 
take such a programme, but pedantic adherence to jurisdic- 
tional responsibility would have meant that the programme 
would not have been undertaken at all.' 

Further as we indicated earlier, training is a specialised 
function and, at the All India level, the entire arrangements 
for training of cooperative personnel should be conceived as 
an integrated system with a central direction and guidance, to 
avoid duplication of efforts and to ensure optimum utilisa- 
tion of resources. In view of the above important considera- 
tions, we strongly feel that the Reserve Bank may transfer 
the CBTC to the proposed CCERT. The CCERT will, of 
course, seek assistance of the R.B.I.for designing suitable 
courses in cooperative banking and also draw on the exper- 
tise available with the Reserve Bank. 

Cooperative Colleges 

Wc had observed in an earlier Chapter that there is no 
active collaboration between the National Institute of 
Cooperative Management and the 14 colleges run by the 
CCT. For bringing about closer coordination between these 


institutions, we suggest that the National Institute may: 

a) nominate a representative of its faculty on the Local 
Committee of each college; 

b) provide facilities for training teachers of these colleges 
at the Institute; 

c) guide and assist in the formulation of syllabi, conduct 
of training programmes; and 

d) undertake evaluation of the functioning of the col- 
leges. 

There are 14 cooperative colleges now and two more are 
proposed to be established in Kerala and in the north-eastern 
region. All the existing colleges are located in rented 
premises. The accommodation, hostel facilities and library 
facilities are inadequate and unsatisfactory. Location of 
these colleges in proper campus buildings to be constructed 
at an early date, should receive priority of attention of the 
CCERT. The location of these colleges should be such as to 
facilitate drawing upon gucst-iecturers from nearby institu- 
tions. 

Gradual Transfer of Colleges 

Another relevant issue which has been raised is whether 
the colleges run by the CCT. should continue to be the sole 
responsibility of the proposed CCERT, or whether they 
should be gradually transferred to the State 
Govemment/Statc Cooperative Unions. The Study Team on 
Cooperative Training which considered this matter in 1960 
expressed itself in favour of the progressive decentralization 
of the administration of these colleges. Wc would suggest 
that the CCERT may review the position at the appropriate 
stage and consider the question of handing over the colleges 
to the State Govcmmcnts/State Cooperative Unions. The 
CCERT may also consider at what stage, and to what extent, 
the State Govcmmcnts/State Cooperative Unions should as- 
sume responsibility for expenditure on these colleges. As an 
alternative and to bring about close coordination between 
cooperative training programmes and Agricultural Univer- 
sities, we would suggest (hat the proposed CCERT may also 
consider running these colleges as part of the Agricultural 
Universities. 

Member-Education 

Education of members and prospective members of 
cooperative societies is important for promoting enlightened 
membership in cooperatives. This training has to be given at 
the village level or fahsil level and the arrangements for this 
training should appropriately be the responsibility of the 
State Cooperative Unions and the National Cooperative 
Union of India. Member-education is at present being done 
through peripatetic units run by the State Cooperative 
Unions. The peripatetic units run by the State Cooperative 
Unions arc partly or wholly financed by the State Govern- 
ments. Certain supervisory staff employed at the zonal and 
National levels by the National Cooperative Union of India is 
financed by the Central Government, It has been brought to 
our notice that the present member education programme 
has not been very effective'. It has not, however, been pos- 
sible for us to examine this matter in greater depth with a 
view to suggesting specific measures for improving the ar- 
rangements for member-education. We are of, the opinion 
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that member-education may continue to be the responsibility 
of the main body of NCUI and the State Cooperative 
Unions. We would, however, suggest that the proposed 
CCERT may undertake pilot studies for identifying the 
weaknesses in the present programme of member-education 
and suggest measures to render this programme more effec- 
tive and purposeful. Another area in which the proposed 
CCERT could help this programme is provision of pedagogic 
guidance and general monitoring of the programme. 

Education of Office-bearers of Secondary and 
Apex Institutions 

For improving the over-all efficiency of secondary and 
apex level institutions, there is need for short-term training 
of office-bearers of secondary and apex level institutions in 
the States. The All India Cooperative Instructors’ Training 
Centre at Delhi has been arranging some leadership training 
of non-officials. The training of non-officials is essentially the 
function of State Cooperative Unions and the National 
Cooperative Union of India. A large emphasis in such train- 
ing should be on management aspects. It would, therefore, 
be an advantage if the CCERT could, at the request of the 
State Cooperative Unions/National Cooperative Union of 
India, arrange for the training of the office-bearers of dis- 
trict, State-level and national level cooperative institutions. 

All India Coop. Instructors’ Training Centre 

The All India Cooperative Instructors’ Training Centre is 
functioning under the auspices of the National Cooperative 
Union of India at Delhi since 1957-58. It was organised for 
imparting basic training and orientation training to the in- 
structors working in the member-education programme. 
These instructors are only cooperative inspectors. The In- 
stitute is located in a rented building and has no proper 
library facilities. It has a principal in the junior class I scale 
and two lecturers. This training centre is comparable to that 
of a junior training centre run by the States. The entire ex- 
penditure on the running of this centre is met out of grants 
given by the Government of India. As the number of instruc- 
tors sent by the State Cooperative Unions for basic training 
as well as for orientation training, has not been adequate to 
utilise fully the capacity of the centre, it has also organised 
other types of leadership training courses for non-officials. 
As training of instructors is a specialized function, which 
should appropriately be under the direct purview of the 
proposed CCERT, we recommend that this function of train- 
ing of instructors should be transferred to the proposed 
CCERT. The All India Coop. Instructors’ Training Centre 
should also be transferred to the control of the CCERT. The 
CCERT may decide the future role of the centre and the 
purposes for which it can be utilised. If its present functions 
can be taken over by other institutions and it has no other 
distinct function, the CCERT may consider its closure. 

Assessment of Training Needs and Evaluation 

There is no arrangement now at the central level, as we 
observed in chapter HI, for periodic assessment of man- 
power requirements of cooperatives for determining short- 
term and long-term needs of training for cooperative person- 


nel. Nor do the present arrangements provide for a con- 
tinuous evaluation of training programmes. Assessment of 
training needs and evaluation of training programmes should 
constitute a major area of responsibility of CCERT, which 
may have a separate cell in its organisation for this purpose. 
The assessment of training needs may be made for Five Year 
Plan periods. As no such assessment has been made for the 
Fifth Five Year Plan period, such an assessment should be 
one of the first tasks of the CCERT. 

Coordination with Agricultural Universities 

Agricultural cooperatives have a predominant place in 
our cooperative movement. One of the major objectives of 
these cooperatives is to facilitate modernisation of agricul- 
ture. Agricultural universities have a crucial role in introduc- 
ing innovations in agriculture. Cooperative programmes 
need to be continuously re-aligned to meet the emerging 
needs of modem agriculture. This calls for a closer link be- 
tween agricultural universities and the cooperative training 
organisations. This is an aspect which has not received ade- 
quate attention. The proposed CCERT should, we recom- 
mend, be the focal point for such coordination between the 
cooperatives and the agricultural universities. The Council 
could advise Agricultural Universities regarding, teaching of 
cooperation in those Universities, and should secure their 
help in teaching the subject of "Farm Management" in 
cooperative training institutions. Further, as indicated earlier, 
the Council should also consider running the cooperative col- 
leges as part of Agricultural Universities. 

Coordination with other Institutions 

There are several organisations and institutions engaged 
in general education, training, administration and manage- 
ment At the Central Government level, the Ministry of 
Education, Department of Personnel and A.R. (Training 
Division), ICAR, the National Council for Educational 
Research and Training, Institute of Administration, Mus- 
soorie, the National Institute of Community Development, 
Hyderabad etc. are some of the organisations engaged in this 
field. The RBI, the State Bank of India and some other 
financing agencies similarly have established training in- 
stitutes. The State Governments have also established ad- 
ministrative training colleges and other training institutes. It 
is desirable that necessary collaboration and liaison is estab- 
lished with such organisations and institutions. 

Coordination with Institutes of Management 

Cooperatives are essentially business organisations and 
management of cooperative enterprises necessarily has 
several aspects common with management of any enterprise 
whether in the public sector or in the private sector. The 
various institutes of management are engaged in the task of 
training management personnel in the modem management 
techniques. It is, therefore, essential that fullest possible ad- 
vantage should be gained from the expertise, knowledge and 
experience of these institutes of management by the coopera- 
tive movement. The CCERT should, therefore, establish 
closest links and active association with these institutes. 
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Cooperatives as part of General Education 

The Study Team on Cooperative Training had observed 
that, in the context of the national policy for promoting 
cooperatives for various economic activities, it is necessary to 
familiarise the younger generation with the principles of 
cooperation and its application to economic activities. The 
Team, therefore, recommended that the teaching of coopera- 
tion should increasingly figure as a part of general education 
at appropriate stages. We wholly endorse this recommenda- 
tion, and one of the functions of the CCERT should be to 
promote education in cooperation in schools and colleges 
and, for this purpose, to suggest syllabi and standards for stu- 
dents in schools and for degree courses and also help in the 
publication of standard text-books on cooperation. In pur- 
suance of its broader objective of educating the younger gen- 
eration in cooperation, it is necessary for the proposed 
CCERT to keep in close touch with University Grants Com- 
mission and the Universities and also promote community 
action programme involving students, youth and women. 

Mechanism of Coordination 

In the preceding paragraphs, we have suggested that the 
proposed CCERT should coordinate its activities with those 
of agricultural universities, institutes of management etc. 
The broad mechanism of such coordination should be as fol- 
lows: 

(a) The CCERT could advise the various institutes, 
universities etc. on introduction of cooperation as a subject 
in the courses run by them. 

(b) The CCERT could avail itself of the facilities of the in- 
stitutions like agricultural universities and institutes of 
management for conducting courses on cooperation and 
cooperative management. 

(c) The CCERT could arrange for training of cooperative 
personnel in specialised courses run by other institutions 

(d) The CCERT could make available the facilities in 
cooperative training institutes to other 
organisations/institutions. 

(e) The CCERT and other organisations could exchange in- 
formation on research programmes and research results. 

(f) The CCERT and the other organisations may exchange 
faculty members. 

Research 

Cooperative research should be related to the practical 
problems of the cooperative movement. The subjects for 
research should, therefore, be carefully selected and the 
studies already made by other institutions should be made 
full use of . There is already a research wing in the National 
Institute which should keep itself in touch with other or- 
ganisations like Agriculture Universities, institutes of 
management etc. and exchange informations on research 
programmes and research studies. The research wing should 
also keep itself in touch with the National Cooperative 
Development Corporation, National Cooperative Federa- 
tions, Reserve Bank of India etc. for. identifying the broad 
problem areas requiring research^ 

Consultancy 


There is an increasing recognition of the need for con- 
sultancy services for cooperatives for improving the efficiency 
of their operation. The concensus that emerged during our 
discussions, with representatives of cooperatives and others, 
was that it would be of advantage to build consultancy serv- 
ices into the respective sectors of the movement itself. For 
example, it was noted that the National Cooperative Con- 
sumers’ Federation has set up a consultancy and promotional 
cell to provide guidance and assistance to consumer 
cooperatives in various matters relating to operations and 
management. Similarly, the National Cooperative Develop- 
ment Corporation also proposed to set up a consultancy wing 
for cooperative marketing and processing activities. An im- 
portant aspect on which the National Institute should provide 
consultancy service, is on co-operative management 
problems. The faculty members of the National Institution 
should be made responsible for providing consultancy serv- 
ices. The experience and expertise available in other 
consultancy cells could be shared with mutual benefits. 

Accent on Practical Training 

The need for providing a practical bias to training in the 
coopera I He sector cannot be over-emphasized. A practical 
bias will enthuse a problem-solving approach and lead to a 
truly development concept of cooperative movement 
amongst the personnel undergoing training. For this, a few 
alternative devices can be suggested. A trainee could be 
provided a pre-planned attachment to a selected society or 
assigned a project with emphasis on field work. The'training 
institution could also adopt a ’society' as a field base for 
meeting the practical requirements of training. The adoption 
of a society could even provide selected consultancy oppor- 
tunities and help identify suitable areas for research If the 
training institutions can meaningfully exploit this approach, 
it can stimulate Consultancy, Research and Training which 
are mutually supportive activities. 

Financial Arrangements 

One of our basic recommendations is that the proposed 
CCERT should be endowed with financial autonomy. This 
can be ensured only if adequate funds arc made available 
from different sources. In our view, the Central Government 
will have to continue to be the major source of funds for this 
purpose. The National Cooperative Development Corpora- 
tion is engaged in the promotion of cooperatives in the fields 
of marketing, processing and storage. As promotion ac- 
tivities include training, it is legitimate that the NCDC should 
provide some assistance to the training programmes. The 
R.B I. and various other financing institutions arc naturally 
concerned with the competence of the managers of co- 
operative enterprises. During discussion with the representa- 
tives of the financing institutions, they generally welcomed 
their participation in the agency to be set up for cooperative 
training and they were also agreeable to make contributions 
towards expenses of such an agency. Further, it was also 
recognised that training constitutes a major responsibility of 
the cooperative movement itself, and it should, therefore, 
make contributions to the funds of the CCERT. 
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Keeping in view the above observations we recommend 
that the Council may raise funds from the following sources: 

1. Central Government may provide a non-lapseable an- 
nual grant to the Council of not less than Rs. 1 crore upto 
the end of Fifth five year plan after which the position may 
be reviewed. 

2. The N.C.D.G may provide a non-lapseable grant of 
Rs. 10 lakhs a year. 

3. The R.B.I. may make annual contributions and such 
contributions should not be less than the expenditure now in- 
curred by the R.B.I. on CBTC In fact, it should be increased 
substantially to take care at least of future expansion. 

4. The Life Insurance Corporation , A.R.G, Industrial 
Development Bank, Industrial Finance Corporation, Rural 
Electrification Corporation, State Bank of India and 
nationalised banks should also make annual contributions to 
the funds of the CCERT. The quantum of contributions 
should be related to their total transactions with cooperative 
institutions. An appropriate formula can be worked out in 
consultation with R.B.I. and the concerned financing 
agencies. 

5. The National Cooperative Union of India should con- 
tribute 25% of the amount received by it in its Education 
Fund. 

6. Other national Cooperative Federations should also 
make contributions to support specific training and research 
activities related to their fields. 

At present the GC.T pays train fare for journeys to and 
from the training institutes. In addition, they pay stipends as 
well as travelling allowance for study tours. The tuition and 
lodging is provided free of cost. We have noted earlier that 
this practice leads to indifferent utilisation of the training 
facilities. We, therefore, recommend that the CCERT 
should seriously consider withdrawing some of these conces- 
sions so that the sponsoring institutions bear a part of ex- 
penses involved on the training. 

As the CCERT will form a separate wing of the NCUI, 
the funds of the Council and its accounts should be separate 


from those of the National Cooperative Union of India and 
these funds should be administered by the Council itself 
The bye-laws of the NCUI should be amended to provide 
for this. r 

Responsibility of the Movement 

We have, as required by our terms of reference, sug- 
gested in the preceding paragraphs a structure for formula- 
tion, implementation and coordination of policies and 
programmes of cooperative training in the country m the 
context of the urgent need to promote and strengthen profes- 
sional management in the cooperative sector. The efficacy of 
the training programmes and progressive professionalisation 
of management will, however, depend to a large extent on the 
emphasis the movement itself lays on professional manage- 
ment and adopts positive measures necessary foT encourag- 
ing it. The following are some of the important measures 
that the movement should adopt: 

1. The functions of elected management and of the 
professional management should be clearly demarcated in 
the bye-laws of respective cooperatives. The elected boards 
of management should confine themselves to laying down 
broad policies and objectives and over-all review' of perfor- 
mance. The execution of these policies and the internal ad- 
ministration of the societies should be left to the Chief Ex- 
ecutives supported by other paid staff. 

2. Adequate powers should be delegated to the Chief 
Executive to match his responsibilities. 

3. Cooperatives should insist on appointing trained and 
competent personnel only and should periodically- depute 
them for in-service training for improving their efficie ncy. 

4. To attract well-qualified and competent personnel to 
the cooperatives, improvement in service condition, career 
prospects and security of service should be offered to them. 
For this purpose, cooperatives should evolve proper recruit- 
ment procedures and personnel policies coupled with effec- 
tive in-service training programmes. 


EXPERT COMMITTEE ON ZOOS 

Report, New Delhi, Indian Board for Wildlife(Department of Agriculture, Ministry 

of Agriculture, 1975. 56p+viip) 


Chnimian: Dr. A. P. Kapoor 

Members: Shri N. D. Bachkheti. Shri Pushp Kumar. Shri 

K. Parameswaran Pillai. 

Secretary^ Shri N. S. Adkoh. 

APPOINTMENT 

The importance of zoos in educating the masses on 
wildlife cannot be over emphasised. The role of zoos in con- 
servation of many rare forms of wildlife gets prominence in a 
country like ours where phenomenal growth of human and 


cattle population has ravaged the habitat to threaten their 
very existence in the wild. The part played by zoos to provide 
an inexpensive, efficient, and refreshing pastime is too well 
known. 

Several zoos have come into existence in India since the 
middle of the last century. Even though most of them might 
have fulfilled the requirements of the time, they have to keep 
pace, with modem developments in view of the changing con- 
cept of the role of zoos. A few good zoological parks have 
been established after independence as a result of increase 
in interest in wildlife and wildlife conservation among the 
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thinking public. However, proliferation of zoos is not neces- 
sarily the right step towards-.wildlife conservation. Conse- 
quently, the Indian Board for ^ildlife decided to find out 
the existing status of zoos in the country and make suitable 
recommendations to formulate norms and guidelines for im- 
proving the standards of existing zoos as well as for setting 
up new zoos in future. A resolution to set up an expert com- 
mittee to go into the question was adopted during the IX ses- 
sion of the Indian Board for Wildlife in November, 1971 
The Union government accepted the above recommendation 
of thp Indian Board for Wildlife and set up an Expert Com- 
mittee on zoos under the Ministry of Agriculture (Dept, of 
Agriculture) ;letter no J- 11022/3/72-FRY/WLF dated the 
19th June, 19 73. 

TERMS OF REFERENCE 

I. To study the various zoos in the country and formulate 
norms on the basis of which zoos can be classified. The main 
aspects to be considered in this behalf would be the overall 
area of the zoo; the space for animals in individual enclosures 
and facilities available for feeding elc. of the animals. 

1 To suggest administrative pattern for various 
categories of zoos. 

3. To suggest methods of capture, transport and handling 
of animals. 

4. To suggest the agency /agencies through which 
animals could be procured. 

5. To formulate minimum standards for the maintenance 
of health and hygiene in the zoos 

6. To examine, matters relating to : 

(I) Breeding and rearing of animals, 

01)exchange of animals within the countiy and abroad. 

7. To suggest statutory provisions for the maintenance of 
law and order in the zoos. 

8. To suggest powers that zoo directors should exercise. 

9. To suggest means of disposal of dead animals. 

10. To suggest means of collection and dissemination of 
specific data. 

II. To examine whether a financing agency for zoos is 
required and, if so, what this agency should be. 
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RECOMMENDATIONS 

Role of zoos 

The zoo movement in India, historically speaking, is one 
of the oldest in the world. The first organized zoo was set 
up in Madras as far back as 1855. Trivandrum zoo was estab- 


lished in 1857 and was soon followed by Bombay (1863), 
Calcutta(1875) and later by Lucknow (1921). Thereafter 
there was no significant development till after independence. 
In 1952, the Indian Board for Wildlife recommended that as 
a means of educating people in wildlife and wildlife conserva- 
tion, modem zoological parks be set up in major cities. As a 
consequence, the Delhi Zoological Park was set up in 1955, 
soon to be followed by the Nehru Zoological Park, 
Hyderabad in 1959. The youngest to come up is the one at 
Kanpur wherein the work of construction is in final stages. 

Zoos when these were set up in the last century, were 
meant mainly to exhibit different types of animals and birds. 
The accent was on amusement and entertainment rather than 
on education or conservation. 

During the last centuiy, wildlife was abundant in the 
country. Lions were still being shot around Delhi. Tigers 
were considered a nuisance, panthers, were listed as vermin . 
Today, they arc fighting their last battle for survival. In the 
modem context zoos have become repositories and refuges 
of many an animal that has become almost extinct in the 
wild. With the new awareness in nature conservation that is 
sweeping the country and world as a whole, zoos have to play 
an important role in conservation of wildlife species in 
general and endangered species in particular. 

It is, therefore, necessary to reonent the aims and objec- 
tives of zoo management in the country. The following arc 
proposed to be the principal objectives in setting up and 
management of zoos in India: 

Conservation:- Endangered species of India and world 
fauna must be not only displayed but attempts should be 
made to breed them in large numbers. In this content, some 
zoos in India have already been successful in breeding endan- 
gered Indian species like the onc-homcd rhinoceros, Asiatic 
lion, tiger, panther, linturong, white-winged wood -duck etc. 

Besides endangered species, zoos should breed and mul- 
tiply other species of animals with the aim of not only res- 
tocking other zoos but also eventually the depleted forests. 

Zoos also serve the cause of conservation indirectly by 
creating in people the interest and concern for rare animals 
by exhibiting them and educating them about their status. ' 

Education:- It has come to be recognised that zoos arc 
living text books for nature study. This concept is now gain- 
ing ground in India also. 

Modem zoos can form persuasive and powerful means 
for education of people. Zoos one primarily educational in- 
stitutions, which offer knowledge of animals with ease to the 
scientists and students of natural history alike. Even casual 
visitors of various classes and ages who come to a zoo for 
pleasure and pastime, absorb a tremendous amount of 
knowledge with ease. 

Research:- Zoos play an imj>ortant role in socniific 
research They are the logical and most convenient places 
for the study of animals, be it in a laboratory or in an open 
enclosure. Large and inexhaustible amount of material is 
available in the zoos tor study in the laboratory or for studies 
of animals behaviour and social interactions in groups of 
animals in simulated natural habitats. Suitable records main- 
tained in the zoos like notes on their habits and behaviour, 
study books, animal histoiy sheets, autopsy reports etc. con- 
tribute to the pool of basic data on various species of animals 
which is often not available in any other institution. 
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Culture and Ecological Functions 

Wild animal has come to be considered as having a cul- 
tural value. It is part of our heritage "to which the whole of 
mankind and particularly future generations, have a 
legitimate claim". Zoological parks in which these "living 
items of culture" arc displayed contribute to the cultural en- 
vironment of the country as much as a museum, a psychologi- 
cal monument, a botanical garden, a theatre or any other in- 
stitution, if not more. 

Zoos have a universal appeal to people of all ages and 
different educational and sociological backgrounds and 
economic standards . In terms of actual use zoos, more than 
any other institution, are of more value to a greater number 
of people in India with the present educational and 
economic background. Attempts must always be made to en- 
courage wider and purposeful use of zoos by the weaker sec- 
tions of the people who form the bulk of zoo visitors. 

Tourism and research:- Modern zoological 
parks(including safari parks) form an additional source of at- 
traction to tourists, both from abroad as well as from within 
the country. They also provide wholesome recreation to a 
large number of people by providing an outdoor setting of 
nature for congested urban population who have none or few 
healthy recreational facilities. Modem zoos have a good ap- 
peal as places of recreation for a large section of the people. 
The role of this factor should, however, not be over, em- 
phasized, as otherwise this is likely to impinge on other im- 
portant objectives. 

Classification of Zoos 

There arc at present over thirty zoos in India. They have 
been started at different times beginning from the middle of 
last century and they reflect the objectives prevalent at the 
time of their establishment. Some of them have tried to 
modernise with the changing concept whereas others have 
not been able to do so. They vary from mere manageries 
where the animals arc imprisoned into cages, to zoological 
gardens where animals are displayed in spacious enclosures 
simulating their natural habitat to the modem extensive 
zoological park wherein animals or groups of animals are 
housed in large near-natural enclosures with moats, as bar- 
riers, and with necessary amenities to the visiting public. 
There is a wide variation among zoos with regard to the ex- 
tent, method of display, amenities to visitors, administrative 
pattern, management practices, breeding, conservation, 
educational programmes, etc. 

Classification: There are no accepted norms or stan- 
dards for classification of zoos. There arc several factors 
which contribute to the overall make-up, utility and image of 
a zoo. Though the importance of some of these factors can 
be recognised, their value cannot be rigidly quantified. Each 
of these factors has an independent or complementary value 
in shaping the overall image of a zoo. Since classification of 
zoos is one of the terms of reference to the present Com- 
mittee, the factors which contribute to the assessment of a 
zoo have been identified and a broad classification has beerf 
made taking into account the cumulative effect of all these 
factors. Such a classification naturally becomes artificial and 
docs not hold good for long and has, therefore, to be revised 
from time to time. 
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The factors identified for assessment in such a classification 
are as follows: 

Area: The expanse of a zoo provides easy opportunity to 
management by way of making available adequate space for 
display of animals or animal groups, gardens, lawns, groves 
amenities to public add allied services like stores, kitchen' 
quarantine, veterinary services etc. Even safari parks, fodder 
and cattle farms can be attached to zoo-parks if adequate 
space is available. An area of less than 50 ha. is considered 
inadequate according to modem concepts of display of 
animals in zoos. 

Administrative Pattern: The status of the head of the 
zoo organisation has a lot of bearing on the powers and func- 
tions and his ability to take quick decisions for smooth 
management Apart from the head of the zoo, the organisa- 
tion required to fulfil the various functions in the zoo- 
management has to be taken into account for assessing the 
status of the zoo. 

Number of visitors: Though it is generally true that 
variety and range of exhibits and public amenities enhance 
the popularity of the zoo, factors like proximity to tourist 
centres, availability of alternative avenues for pleasure and 
pastime also govern visitations to the zoo and hence the 
number of visitors may not be a correct measure of impor- 
tance of the zoo. Yet well laid zoos are bound to attract 
large number of visitors and, therefore, the number of 
visitors constitutes an important factor in determining the 
status of a zoo. 

Number of species: The variety and range of species ex- 
hibited, both indigenous and exotic, is an important factor to 
assess the value of zoos. It is quite desirable to have a large 
range of species on display, but this should not be attempted 
at the cost of their health and other amenities. Too much of 
crowding, without adequate moving space to inmates as well 
as visitors, is cruel to the animals. A harmonious balance be- 
tween the number of species and areas for their display has 
to be achieved. Unhealthy competition to increase the range 
of exhibits has to be discouraged especially when conditions 
to maintain and display them properly cannot be met. 

Method of display: Display of individuals or group or 
animals in natural surroundings blending with the surround- 
ing areas becomes more impressive than display animals in 
imprision-like cages. Nature simulating enclosures with 
enough space for normal physiological process of the inmates 
are not only hygienic but also desirable from aesthetic point 
of view. 

Breeding record of important species: Much depends on 
space, climatic conditions and availability of compatible pairs. 
But the combined effect of many factors like natural health 
and hygiene etc., are reflected in the breeding record of 
animals in the zoo. Due credit has to be given for achieve- 
ment of success in breeding and rearing of young ones of the 
rare, endangered and difficult species in captivity. 

Veterinary facilities: Availability of proper veterinary 
facilities for care of zoo animals like a well-equipped hospi- 
tal, a good laboratory etc., go a large way in preventing 
epidemics and curing endemic diseases. The display of sick, 
wounded or deformed animals creates a bad impression on 
the mind of visitors. The mortality rate can be greatly 

reduced by timely prevention and cure of diseases. 

Amenities to the public: Since zoos arc public institu- 
tions meant to attract a large number of visitors, it should be 
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their endeavour to provide adequate amenities to the visitors. 
The common amenities required by the public are transport, 
shelter from sun and rain, lawns, shades, groves, attractive 
flower-beds, resting places, seats, drinking water, eating places 
and restaurants, public convenience, cloak room or left lug- 
gage facilities, gifts or souvenir shops, postal and telephone 
facilities, guides, books, first-aid etc. The zoos providing 
recreational facilities, especially for children, become more 
attractive to public. Children like to enjoy buggy, pony, 
camel or elephant ride in zoos and also like to see some 
animals perform for them. But the tendency to subject zoo 
inmates to perform and convert them like circus animals is 
not compatible with sound object of zoo-management. 

Educational programmes; Since educating people in the 
values of wildlife and the life history of animals, less com- 
monly known to them, is an important object of zoos, educa- 
tional programmes like conducted or guided tours, radio, 
television and nature film programmes, library and reading 
room facilities with books and magazines on wild-life and 
their ecology, should become important functions of zoo. 
Concessions given to school, college or educational parties in 
entry fee and other amenities inside the zoo enhance the 
educational values of a zoo. 

Research facilities; Properly equipped research unit at- 
tached to a zoo enables the management to find out ways and 
means to improve management and explore the wonders of 
animal world. Regular contacts with educational institutions, 
biological research institutions and museums in the neigh- 
bourhood ensure fuller utilization of research material abun- 
dantly available with the zoos. 

Other special features: The existence of allied facilities 
like safari park, children’s zoo, Natural History section, 
Museum, nocturnal animal house, reptile house, aquarium, 
insectarium etc. contribute to increase the scope and educa- 
tional value of zoos. Hence the availability of these additional 
facilities enhances the appeal of a zoo to the general public. 

Administrative Pattern 

The diversity of administration in the management of 
zoos in the country has mainly been responsible for varying 
standards and lack of coordination in the maintenance of 
zoos. To avoid such diversity it would be desirable to have a 
uniform pattern of administration for various zoos, as far as 
possible. In foreign countries, zoos are generally started and 
nm by the local zoological societies, funds being obtained by 
subscriptions, grants from Government or local administra- 
tion, donations and gate collections. In India, however, there 
are as yet no such organizations and in view of huge funds 
required in setting up, it is unlikely that zoos will come forth 
from such agencies. Zoos in India are, therefore, likely to 
start only at the initiative of the government or governmental 
agencies. For guidance and advice in the management of 
zoos, it is desirable to involve interested and knowledgeable 
local persons, generally by forming wide based advisory com- 
mittees. The persons selected as members of such com- 
mittees should, however, be really interested in and devoted 
to furthering the objectives of the zoos. It is a fact that the 
usefulness of the advisory committee will largely depend on 
the proper choice of its members and so utmost care is 
needed in this respect. 

The requirement of staff for running a zoo efficiently 


depends on the size and variety of the animals collection, size 
of the grounds and nature of research and development 
works in hand. It must be realised that the running of a zoo 
is a very complex affair and the ' organisation should be 
designed and streamlined to meet the situations that may 
arise. 

The director should be a whole-time officer and should 
be overall incharge of the zoo operations at the site. He is 
responsible to the governing body which may be the govern- 
ment or a departmental head or a management committee 
There must be a second officer to assist the director and to 
function as incharge in his absence. In category "A" zoos, the 
various animal branches should be headed by qualified and 
trained curators. Thetr number will depend on the collec- 
tions maintained. A veterinarian should be incharge of 
hospital, quarantine, health and hygiene. He will also be 
responsible for checking the quality of food. A public rela- 
tions officer is essential to look after the publicity and public 
relations and for educational activities. Separate staff is 
necessary for maintenance of the buildings and gardens. A 
typical organisational set up for category "A" zoos is given in 
Appendix ID. In category "B* and "C zoos, the staffing pat- 
tern has to be on the same lines but the number at different 
levels may be reduced to the extent possible without affecting 
the efficiency of operations. 

The heads of category "C zoos should be designated as su- 
perintendents. For such zoos there may not be a separate 
veterinarian but a trained veterinary assistant must be 
provided for. Arrangements for treatment of animals will 
have to be made with a consultant veterinarian working 
nearer to zoo site. 

In category "D" zoos, the overall in-charge should be a 
trained superintendent assisted by necessary number of 
keepers. 

Recruitment and training; For administrative posts, viz., 
director and deputy director, it is necessary that selection is 
done from a wide field from amongst science graduates with 
biological background. Knowledge of wildlife and aptitude 
for zoo work should be an important criterion. 

A practice in vogue has been to draw suitable persons from 
government departments such as forest departments and 
veterinary departments. This has the advantage of getting 
people with this desired background. But more often than 
not, after putting some years of service, when they really start 
being useful, they are required to go back to their parent 
departments. In the running of zoos, such short-term ar- 
rangements are not conductive to good management. Con- 
tinuity of working in a post for a long period has definite ad- 
vantages in a place like a zoo where the personal equation 
between the manager and the managed matters a lot. It is, 
therefore, recommended that officers working well should be 
allowed or persuaded to continue for as long as possible. It 
had, however, to be ensured that the service interests includ- 
ing promotional chances in the parent department of such 
persons are fully protected. 

The curators to head animal branches should be people 
with adequate background of the work of the branch con- 
cerned and should have obtained special training or should 
be trained immediately after selection. Veterinarians will 
generally be drawn from the veterinary services on deputa- 
tion. When requirement is met from open market, the mini- 
mum qualification should be a veterinary graduate. As nor- 
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mally a veterinarian receives training with reference to 
domestic animals only, it is necessary that he should attend 
special courses for wild animals to be run jointly by a veteri- 
nary institution and a category "A" zoo where such training 
facilities should be provided. Regarding subordinate staff, 
whereas supervisory personnel should better be drawn on 
deputation from various government departments, most of 
the workmen will have to be recruited directly. Recruitment 
Rules should lay special emphasis on physical fitness and ex- 
perience in handling wild animals to ensure that only suitable 
hands are recruited. There should be arrangements for in- 
service training for the staff belonging to different categories. 
For this it is proposed that three training centres should be 
organised to cater for the needs of different regions of the 
country one - at Delhi for northern region, one at Calcutta 
for eastern region and one at Hyderabad for southern region. 
Such training is also necessary for inculcating a sense of dis- 
cipline in the staff. 

It is also necessary that sufficient promotional avenues 
should be provided for the lower staff. These could be as- 
sociated with various trade tests and the training courses 
proposed. In zoos where regular promotions arc not feasible 
in certain categories, it is desirable to have different sub- 
categories or selection grades. 

There arc obvious advantages in broadening the outlook 
of various categories of staff by making it possible for them 
to visit other zoos. It is necessary to organise inter-change 
programmes for staff from one zoo to another for fairly long 
periods, say of three months. This will enable them to obtain 
first hand practical knowledge of different aspects of main- 
tenance of various kinds of animals such as diets, health, 
hygiene, handling and dealing with visitors as practiced in 
other zoos. The staff should be given sufficient incentive so 
that they do not suffer any financial loss. 

It is necessary that technical and administrative person- 
nel exchange knowledge between zoos of this country and 
abroad on reciprocal basis. Cultural exchange programmes 
should be organised for this purpose just as is being done for 
educationists (sponsored by Education Ministry) and agricul- 
tural and forest scientists (sponsored by Agriculture 
Ministry). It is understood that at present, besides the 
Colombo Plan countries, there are about a dozen other 
countries with which India has cultural exchange programmes 
and with an equal number of countries on ad hoc basis. It is 
unfortunate that zoos have not received the desired attention 
in this respect. It is recommended that a regular exchange 
programme should be organised for zoo personnel also. 

Personnel management in zoos 

Modem zoological parks are designed to be large in size 
both in respect of area as well as in number of specimens 
maintained. The area of Nehru Zoological Park at 
Hyderabad is over 300 acres, that of Delhi Zoological Park 
over 240 acres. Gauhati and Nandankanan will eventually 
have equal, if not more, area. Kanpur zoo which is nearing 
completion, spreads over about 190 acres and has scope for 
further expansion. Many other zoos and safari parks cover- 
ing larger areas arc being planned at Visakhapatnam, 
Madras, Bangalore, Bombay etc. The zoos at Calcutta, Ah- 
medabad and Mysore have large collection of animals and 
birds numbering over 200 species and 1,000 specimens. The 
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collection also contains large number of rare and endangered 
species which are almost irreplaceable. They contain exotic 
and costly species which it will be difficult to replace due to 
high cost and restrictions on imports. The collections also 
house dangerous and deadly animals like lions, tigers, pan- 
thers, poisonous snakes etc. To look after such vast, expen- 
sive and dangerous collections and for carrying out various 
other functions like landscape maintenance, watch and ward 
maintenance services, administration, public relations, eta, 
zoos have to have large contingent of staff. 

The large number of staff poses problems of personnel 
management. These sometimes lead to agitations on 
grievances which cannot be said to be peculiar to zoos alone 
like permanency, promotions and disciplinary action etc. 
Zoological Parks are, however, institutions where all normal 
forms of management have necessarily to be subordinated to 
the over-riding fact that one is dealing therein with live 
animals. There is a moral responsibility to look after the 
dumb and helpless animals since they are entirely dependent 
on the management for not only their daily food and upkeep, 
but also for their very survival. Unlike other institutions, 
threat of an agitation or strike places a zoo in a disadvan- 
tageous position and can be used as a weapon to hold^h^ 
administration to ransom by unscrupulous and disgruntled 
elements. Discipline has to be maintained in a zoo where 
large number of visitors congregate and an act of indiscipline 
is likely to have an adverse effect on the visiting public. 
Zoos, therefore, have to be looked upon as services of public 
utility where agitations and strikes have no place. 

It is, therefore, recommended that zoo services should be 
declared as essential services to enable them to function nor- 
mally even during agitations and unrest. 

At the same time it is essential that maximum possible 
efforts should be made to avoid any agitation or strike jn_the 
zoo as these can harm its interests. The problems of the per- 
sonnel deserve sympathetic consideration. Animal keepeis 
and other categories of staff connected with animal keeping 
have problems peculiar to themselves. They have to work of- 
ten under unfavourable circumstances. Their duties include: 

(a) Unhealthy conditions; since they have to clean up 
cages etc., or work in impure water, 

(b) health hazards; since they are exposed to diseases 
like ornithosis, tuberculosis etc., (which are communicable 
from animal to man); 

(c) risks; since they deal with dangerous animals like 
lions, tigers, panthers, poisonous snakes etc., and are always 
exposed to the risk of injury, disablement and even death; 

(d) higher responsibilities; since they look after rare and 
costly animals and any neglect on the part of the keeper can 
cause irreparable loss; 

(e) public relations; it is a fact that a keeper has to deal 
daily not only with intractable animals in the enclosures but 
also with those outside. It is often the keeper who comes into 
daily contact with visitors more than any other member of 
the staff. He has to patiently answer endless queries, act as a 
guide and a disciplinarian; 

(f) strenuous work; often the keeper has to work hard 
and far beyond his normal hours when an animal is sick or 
required to be transported. 

It can thus be seen that zoo staff have to perform an en- 
tirely different and more arduous work compared to any 
other staff in a comparable institution.lt is, therefore, neces- 
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sary that staff dealing with animals in a zoo be given incen- 
tives and allowances to compensate for the difficult service 
conditions. These may include special pay, risk insurances, 
disability leave, selection grades, more promotional avenues 
etc. 

Procurement, capture and transport of animals 

The major source of supply of animals (including birds, 
amphibia and reptiles) to zoos in India is through private 
dealers and Government agencies. Donations constitute a 
small percentage of the total acquisition. Exchange of 
animals between zoos is at present very irregular due to 
various reasons. 

Most of the trade in Indian animals is concentrated in 
the northern and eastern regions. The largest animal market 
is located in Calcutta. The supply for this market comes 
mostly from Uttar Pradesh, Bihar and Assam. The sources 
of collection arc located as far away as Lucknow and Bareily 
in-Uttar Pradesh, Patna in Bihar and Goalpara in Assam, to 
name only a few. 

- The maj'or supply to this market is meant for export to 
countries abroad for which quotas have been fixed by the 
Controller of Imports and Exports, Government of India. 
The export is mostly for pets in foreign countries and helps 
as- a means of earning foreign exchange. Insignificant per- 
centage of the procurement is utilised for zoos in India. The 
supply by private dealers to zoos in India is unsatisfactory 
and limited to animals already available with them. Attempts 
to capture animals against specific order are few and far be- 
tween. Capture and supply of animals is limited to traditional 
items, - i.e,, show animals and birds like sarus crane, 
demoiselle crane, hill mynah, parakeets and a number of 
munias, which through years of long experience have become 
established as easily procured, stocked and sold. As a conse- 
quence, it is often a common sight to sec the same animals in 
most ofthe zoos in India. This, in turn, generates a demand 
for these animals and the vicious circle continues. This is not 
conducive to the advancement of the knowledge of the varied 
fauna of our'countiy besides giving a monotonous look to the 
exhibits in zoos. 

Occasionally one comes across a non-traditional animal 
in a zoo. This is due to the chance capture or procurement 
by a trapper or by a villager of such animal, which finally 
.trickles down to the market. This comparatively rare occur- 
rence generates a demand for it out of all proportions to its 
intrinsic vaftip and thereby helps to increase in monetary 
value, often beyond the means of many zoos in India. The 
high value obtained for it in an Indian Zoo or in a foreign 
zoo or a pet store, creates a temporary demand which again 
sets in motion a vicious circle, to the detriment of the 
•animal’s continued existence in nature. 

,v The chance of haphazard availability of certain animals 
,'and birds and limitations to 'traditional items' is reflected in 
the tenders and/or quotations obtained by zoos from dealers, 
since^purchascs have to be made in accordance with the 
• financial rules and regulations. Mostly traditional items 
.alone are'quoted for. Other items are either not quoted for 
•or. the prices quoted are exorbitant and no time limit for 
; supply is ensured. 

. ■■ ■ Capture and supply of animals for export and/or zoos is 
way of life and means of livelihood for various and generally 
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poor trappers and collectors in the forests and villages. It is 
also the only means of livelihood for a number of petty 
dealers. At Calcutta, it was reported by some of these petty 
dealers, who transport the animals and birds from the cap- 
ture point to the market, that there may be as many as two 
iakh families, mostly belonging to the weaker section of 
society, dependent on this means of livelihood. Unfor- 
tunately, no statistical data is available as to the exact num- 
ber of people involved or the number of animals and birds 
captured in the country since no systematic survey appears to 
have been made by any agency. This committee also did not 
have enough time to go deeper into this aspect. 

It may not be out of place here to point out that as per 
the Export Instruction No.46/ 73 dated April 23rd, 1973, 
issued by the Ministry of Commerce, which lays down the 
policy for regulation of the export of wild life and wild life 
products for 1973-74, all items listed in Part B of the said in- 
struction are permitted for export since they are included in 
Schedules II(Part I), III and IV of the Wild Life (Protection) 
Act, 1972 and the hunting of which is permissible as ’Special 
Game’, ’Big Game’ and ’Small Game’, s such, zoos form out- 
lets for the trapped animals, which incidentally skim the 
surplus and thus help regulate the numbers in the wild in a 
much more humane manner than by hunting. Another factor 
is the comparatively small number of animals required by 
zoos. It is, therefore, recommended that animals may be 
continued to be captured on a liberal scale for supply to zoos 
in India. 

Capture of animals and birds: For capture of various 
animals, different methods are used by the trappers. These 
include pits for rhinoceros, elephant and gaur and Ingenious 
trapping cages for the carnivora like the tiger and the pan- 
ther, where live bait is kept in one of the compartments and 
the tiger or the panther lured in. Instances were reported in 
Rajasthan of trapping of panthers by a "den trap" where a 
narrow and long den of stone rubble is constructed in the 
animal’s path. The animal is lured by means of a live goat or 
buffalo calf into the long den and the trap door dropped by a 
self operating mechanism to trap the animal inside. Reports 
were also received of blackbuck and cbinkara being captured 
in Rajasthan, from a jeep or other vehicle by chase. The 
animal becomes tired after a long chase and just stands still 
and stares back. It is then picked up and taken. Many 
animals like pur eta, are picked up from herds of grazing 
cattle, with which they get mined up. Often cubs of clouded 
leopards and the hoolock gibbons eta are collected from 
their ’lairs’ by tribals. Animals like chinkara, chowsingha, 
hare, fox eta, are trapped by a net spread across their path 
and the animals driven into it or by snares kept on the 
ground and trapped by an alert shikari. 

As far as binds like demoiselle cranes eta are concerned, 
trapping is done with the help of a net and with snares. In 
Rajasthan, the great Indian bustard is caught by chasing from 
a jeep and when the bird gets tired and stops stock-still be- 
hind a low bush or shrub, it is captured. Sand grouse arc 
caught by the use of moving lights and gongs at night Small 
birds like munias and other finches are caught with the help 
of nets spread on the ground. Partridges, quails eta, are 
caught in nets with the help of decoys Birds of prey are of- 
ten caught by baiting to a net trap with a pigeon or quail on 
which it swoops. 

The various methods in vogue and those which could be 
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gathered from the evidence brought forward, appear to be 
old and archaic. No modem method of capture is followed. 
Modem methods like use of mist nets and capture guns could 
be tried for this purpose. Before trying out these methods, it 
is essential to train personnel in the use of mist nets and the 
capture gun and what is more important, in working out 
doses of anaesthetics involved in the latter case, under Indian 
conditions. 

The cost of capture gun and related equipment is quite 
high. They are not available in the country and have to be 
imported. Capture guns also require a high degree of profes- 
sional and technical skill and specialisations in working out 
the types of tranquillisers effective for different animals and 
dosage in each case in the field. These two factors impose an 
inhibition on its free use for capture of animals and birds in 
India. 

It is recommended that capture and trapping of animals 
should be taken up by Governmental agency, which should 
include a team of workers specialised in the capture of 
animals by modem methods. Such a team can be set up in 
each State as a part of its wild-life organisation. The exper- 
tise regarding dose etc. available in zoos may be fully used. 
The team should have personnel trained to look after and 
treat the animals after capture in the field. 

Special care has to be taken to reduce the mortality in 
animals not only during capture, but also during the period 
immediately thereafter which is quite crucial. In the case of 
long-legged birds like the crane, stork, bustard etc., the ap- 
plication of massage with fat and use of hood over the eyes is 
prevalent among the trappers, who traditionally make at- 
tempts to see that the captured animals are transported ur- 
gently and in good condition to the market. Similar practices 
are also sometimes followed in the case of other animals. It 
is however necessary to reduce the after effects of the trauma 
of capture in an animal which is mainly responsible for mor- 
tality. The use of tranquillisers for this reason deserves to be 
investigated for various animals. The extra cost involved in 
administering tranquillisers would, it is hoped, far outweigh 
the traditional methods by getting a largcjiumber of animals 
in a better condition which would also ensure a longer life of 
the animal in captivity. 

Transport and handling of animals: After capture, the 
second harshest traumatic experience that an animal has to 
undergo is during its transport from the capture point to the 
market or to the zoo. It has to contend with strange noises, 
smells and sights. It is often crammed into a small crate with 
a number of its fellow travellers and subjected to bumps as 
the crates arc handled, loaded and dumped into trucks, rail- 
way wagons etc. Already weakened by its earlier shocks, the 
animal is liable to fall a prey to the fresh onslaughts due to 
bad handling. It is stressed that live animals must not be 
handled like any other cargo or merchandise. This cardinal 
fact is often lost sight of by all those engaged in transporting 
the animals to their destinations. 

Surface transport: Most animals are transported from 
capture point to the nearest rail head by road. From interior 
forest points they are transported often on foot or carts, if 
the specimen is not large and/or its numbers are not too 
many. Thereafter most of animals are transported by rail by 
private parties as well as zoos, since it offers traditionally the 
fastest and cheapest means of transportation. Transport by 
airivithin the country is not yet common. 


The volume of traffic in each ease is not known since statis- 
tics on this aspect are not available. However, there is reason 
to believe that this is of a fairly high order. It must be 
remembered that since live animals, often in a weakened con- 
dition, due to reasons stated earlier, are involved, it must be 
ensured at all points that transit is as rapid as possible. 
Delay may be disastrous. The sooner an animal reaches its 
destination and is placed in competent hands, the better are 
its chances of survival. 

At present a number of inhibiting factors are prevalent, some 
of which are reviewed hereunder 

(a) "Wild animals" are usually not accepted in brakevans, 
necessitating delay and engaging of special wagons. This 
places unreasonable restrictions on movement of animals be- 

r sides increasing costs and time. All animals provided they 
conform to standards of crating and are transported in crates 
below a specified size could be carried in brake-vans. 

(b) At present live animals are sometimes charged at 
more than normal rates for cargo. This tempts dealers in 
particular to send animals in very small crates to save costs. 
All animals should be charged the same rates as for other 
cargo. This will encourage dealers to send animals in more 
spacious crates. 

(c) At present rates charged by railways are according to 
the weight or size of the crate. This practice' encourages 
dealers etc., to (i) make as small crates as possible, (ii) cram 
as many animals as possible in the crate. Overcrowding is 
one of the important factors resulting in mortality of animals 
in transit. To reduce this factor, it is desirable that crates 
may be prescribed according to the type and size of animal to 
be carried. The type and size of crates for different types of 
animals may be prescribed after detailed investigations. All 
crates must have proper labels affixed giving instructions to 
the handlers regarding: 

(a) the nature of the cargo; 

(b) which side is ’up’; and 

(c) feeding schedules, watering instructions etc. 

The labels should be standard patterns. This will help in 
mass production and, therefore, result in lower or negligible 
cost. Labels should be simple and use symbols which can be 
understood even by unlettered persons who will be handling 
them in transit at various points. 

The restriction in taking wild animals in brakevans some- 
times results in exorbitant transport costs. Even for one or 
two animals like tiger or lion special carriages or wagons like 
V.I.Ps or V.P.Ps have to be hired. These arc usually eight 
wheeler bogies meant for carrying all types of cargo. Often 
the entire charges of these bogies have to be borne by a 
party, which for a single animal comes to a laige amount 
especially where animals have to be moved over a large dis- 
tance. The railways should consider the charging of rates for 
the animals concerned only and not the entire carriage. 

To ensure rapid movement of the animals and to avoid 
handling (loading and unloading) at points en route, animals 
should be transported in express or mail trains where such 
trains run. In other cases they should be transported in pas- 
senger trains which run with the least possible chaige of car- 
riages to the destination. Where animals are to be carried 
over rail, they should be kept in carriages as far away from 
the engine as possible to avoid the psychological stress of 
noise of the engine and the crowd. 

Where animals are carried in brake-vans or other car- 
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riages, (hey should be kept in separate compartments and 
away from other cargo containing strongly smelly articles like 
fish, meat and meat products, chillies etc. and other cargo 
which are likely to upset the animals. 

The use of tranquillisers during transport by road or rail 
and air requires to be further investigated and encouraged to 
reduce shock and thereby decrease mortality. 

Insurance of live animals in transit over the railways 
should also be considered either by the railways or by the in- 
surance companies. 

The transport of animals by air is the most suitable 
means available for most animals. At present transport of 
animals by air within the country is negligible. This can be 
ascribed to the following inhibiting factors: 

(a) The almost prohibitive cost involved. The charges are 
very high as compared to surface transport 

(b) fit the case of large animals, there are limitations on 
the size of crates due to the size of the hold in the air-craft. 

(c) Standards of crating are more rigid in this method of 
transport than in others. 

Transport of animals by air must be encouraged so as to 
reduce mortality cn route which is more likely in surface 
transport due to the larger time factor and hazards of han- 
dling. To encourage transport by air it is desirable that 
transport of wild life gets priority and concession over other 
air cargo. 

Since zoos usually have rare and limited stocks of 
animals which they can ill-afford to lose in transit, it is 
desirable that recognised public zoos be given concessions so 
that air transport of rare and delicate species may become 
more prevalent both inside and outside the country. It is 
leamt that similar concessions are offered by some airlines 
abroad. 

The type and design of crates for different groups of 
animals which can be transported by air requires to be stan- 
dardised in keeping with the requirements of the animals, 
strength of crates, limitations on size according to space 
available in the hold of the aircraft etc. In this case, I.A.T-A. 
regulations may be followed, with suitable modifications, for 
Indian conditions. 

It is also desirable that some airline personnel arc 
trained in proper handling, loading and unloading of animals 
at more important air terminals. 

Exchange of animals: One of the important methods of 
stocking and enriching zoological parks with both indigenous 
and exotic animals is by exchange. 

Exchange is carried out between zoos and private parties. 
Exchanges are made normally with surplus animals, usually 
bred in the respective zoos. However, sometimes, animals 
not required by a zoo for any specific purposes like breeding, 
display, study etc., arc also exchanged with zoos where such 
requirements and facilities exist. However, exchange be- 
tween zoos in India is limited mostly to indigenous animals, 
and to a very small extent to foreign animals, due to 
restricted number of foreign animals in Indian zoos and con- 
sequently lesser number of such animals becoming sutplus 
for exchange. 

Exchange of animals between Indian zoos at present is 
not methodical and is limited to the chance information 
received by a zoo director from his colleagues through per- 
sonal communication, discussion during visits and on hearsay. 
Correspondence is prolonged since most zoo directors do not 


have adequate poweis to cany out the exchange even after 
agreeing on the terms. They have to obtain sanction of 
higher authority even in case of simple exchanges involving 
nominal values. It is essential that in the matter of exchanges 
the opportunity should not be lost by default or delay. Zoo 
directors should have adequate powers to carry out ex- 
changes of animals. It is also known that often an element of 
commerce comes into the proceeding which is not conducive 
to furthering the aims of zoo management. As a conse- 
quence, one sees empty enclosures, single animals and 
monotonously similar exhibits in zoo after zoo. 

It is, therefore, recommended that exchange of animals 
between recognised zoos in India should be liberal and based 
on the principle of mutual benefit, requirement of breeding 
of animals, research etc., rather than adopting a commercial 
view of such exchanges. 

Where exchange of animals with-private parties is con- 
cerned, it is desirable to be a little more circumspect 
Restricted powers have, therefore, been suggested in Appen- 
dix VII for zoo directors in this respect. These poweis are, 
however, necessary in order to permit a zoo director to ad- 
vantageously exchange animals promptly since usually private 
parties do not wait for any length of time where live animals 
are involved. The guiding criterion in such cases should be 
the need of an individual zoo, taking into account various fac- 
tors like vacant enclosures, incompatible pairs, lonely 
animals, existence of research and study programmes etc. 

Exchange of animals with foreign institutions, has its own 
problems which inhibits display of foreign animals in Indian 
zoos. 

It is now well recognised that display of the fauna of the 
world provides a wider base for education of students and 
other classes of people and enhances the popularity of the 
zoos. It is, therefore, necessary to procure selected exotic 
animals for the zoos in India. 

In view of restrictions on the release of foreign exchange, 
it is not always possible for zoos to purchase exotic animals 
according to their requirements. Hence they have to enter 
into exchange or barter deals with foreign zoos and parties. 
This position has been recognized in the Import Trade Con- 
trol Policy of the Government of India, whereby zoos are 
permitted to exchange animals with foreign zoos. 

The procedure for implementation of exchanges is as fol- 
lows: 

Zoos enter into correspondence with the foreign zoos usually 
after receiving surplus lists or obtaining information through 
publications etc. After arriving at an equitable exchange, 
zoos in India have to approach the Ministry of Agriculture 
through their respective Governments. The Ministry of 
Agriculture examines the proposal and thereafter writes to 
the Ministry of Commerce for issue of an import permit 
Simultaneously, the Ministry of External Affairs is also ad- 
dressed in the matter. The Chief Controller of Imports and 
Exports thereafter addresses (he local import and export 
authority. The zoo has then to apply m a prescribed form to 
this authority for issue of the permit The procedure nor- 
mally takes a fairly long time to go through and in the mean- 
time the foreign parties who do not have to go through such 
procedures are usually impatient to send the animals due to 
fear of mortality, limitations of space, increasing feeding 
costs, onset of unfavourable dimatic conditions etc. For ex- 
port of animals in exchange, export permit from the local 
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authority and Reserve Bank clearance from a regional office 
has to be obtained before the deal can be completed. This 
procedure usually takes considerable time. Foreign parties 
often become discouraged due to reasons already mentioned 
and wish to withdraw from the deal. This not only brings dis- 
repute to the country, but also results in many disadvantages 
for the Indian zoos, which have to retain their animals for a 
longer period without any benefits of display, breeding etc. 
It is, therefore, necessary that this procedure for exchange of 
animals with foreign parties should be simplified. 

It is recommended that in case of animals listed as spe- 
cial game, big game and small game, in Schedules II(Part I), 
III & IV of the Wild Life (Protection) Act, 1972, which are 
permitted to be hunted and trapped as well as exotic animals, 
should be allowed to be exported by zoos in barter deals 
without any restrictions. Recognised zoos may be permitted 
to correspond directly from the local import and export 
authority without following the lengthy procedure laid down 
at present. However, in case of endangered Indian species 
listed in Schedules I and II (Part II) of the Act, clearance 
from the Ministry of Agriculture may be obtained after the 
zoo has made preliminary inquires and come to an agree- 
ment with the foreign parties. Here also, the procedure may 
be simplified in consultation with the Ministry of Foreign 
Trade. 

In some cases it may not be possible for zoos to procure 
exotic animals on exchange basis only. It is likely that the In- 
dian zoos may not have the animals required by foreign 
parties or that the parties do not wish to have any animals in 
exchange. In such cases, the release of foreign exchange for 
purchase of foreign animals should be considered favourably. 
The procedure may be streamlined with a view to avoid 
delays as suggested earlier. 

Maintenance of Health and Hygiene in Zoos 

Maintenance of health of animals in a zoo is of primary 
importance. The zoo management should at all times pay a 
very high priority to this objective. 

Most of the zoos are unable to provide the basic require- 
ments for maintenance of proper health. In many cases 
shortage of space and funds for expansion have resulted in 
their inability to provide adequate living space and even 
semi-natural conditions to the animals. Lack of adequate 
staff and powers are responsible for inadequate sanitation 
because the large accumulation of garbage resulting from ex- 
creta of animals, left over food as well as litter left behind by 
the increasing number of visitors and the drying and decaying 
vegetation, are not cleared as fast and as efficiently as re- 
quired for maintenance of proper hygiene. There is inade- 
quate use of disinfectants largely due to shortage of funds. 
There are limitations regarding supply of proper and varied 
diet as well as purchase and application of prophylactics and 
therapeutic drugs. Lack of suitable equipment and facilities 
for capture, transport, restraint and observation are also 
responsible for not providing immediate attention to the sick 
and wounded. The experience gained in this context in a zoo 
is rarely available to another zoo. 

Hygiene and sanitation 

The adage that ’prevention is better than cure* holds 
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good with all its force for the zoos. The basic requirements 
in this respect are: 

(1) sufficient open space for the animals; 

(2) nutritious diet; 

(3) Clearwater; 

(4) proper shelter from extremes and vagaries of climate; 

(5) providing of environment close to natural habitat; 

(6) sufficient companionship to permit physiological 

processes of the animals; and 

(7) general sanitation. 

Space: Every animal or group of animals should get suf- 
ficient space for their movement and exercise. The design of 
enclosures must be based on the needs of the animal. 

Food: Clean and nutritious food and regularity of supply 
ensure good physical conditions. It would be advisable for 
major zoos to maintain their own fodder and cattle farm and 
fish breeding at least to meet emergent needs. The food 
should be enriched with vitamins, mineral supplements etc. 
In case of outside supply of food, the food should be in- 
spected by the veterinarian. At present zoo directors do not 
haw adequate freedom to vary the feed and to experiment 
with the best one needed and suited to the requirements of 
the animals. This is due to the fact that in most cases the 
feed'is purchased by calling for tenders once a year which 
once settled cannot be varied easily. Secondly, schedules of 
feed are fixed and varying them is difficult. It is necessary 
that zoo directors should have adequate powers to vary and 
purchase feed according to the requirements of each species. 

A varied diet suited to the requirements of each species 
is very important from the health point of view. A bland and 
monotonous diet is not conducive to good health. 

Hygienic storage and distribution of animal feed is very 
important. Storage arrangements should be such that all ro- 
dents and insect pests arc kept out since they arc the carriers 
of various diseases which can spread to the zoo animals. 

In the distribution of feed also it is essential to ensure 
that clean and hygienic utensils are used. Personnel handling 
feed articles or cooking them must also be enjoined to ob- 
serve strict personal hygiene at al times. 

Water: Clean water supply is neccssaiy to help in 
preventing a number of communicable diseases. The moats 
and pools should be cleaned periodically and, as far as pos- 
sible, drinking water should be drawn from protected water 
supply system. A few animals like sambar, lion, hip- 
popotamus like to wallow and for this adequate provision 
should be made. To minimise the rate of infection and to 
meet emergencies, the surroundings provided for various 
animals should be based on their ecological requirements. 
Keeping of enclosures, animal houses and cages clean of ex- 
creta etc. at all times would minimise the risk of infection. 
While cement concrete floor may be desirable from the point 
of preventing pests and parasites seeking shelter in the cages, 
it may not satisfy the physiological requirements of the 
animals nor meet the aesthetic requirements of the viewers. 
A compromise has to be worked out by suitable architectural 
designs of the enclosures to meet the different requirements 
depending on the species of animal concerned. As for in- 
stance ungulates would require some rough surface to wear 
down their hoofs; deer and antelopes would require tree 
trunks etc. to rub against and sharpen their antlers etc. Same 
is true for certain carnivores which sharpen their claws and 
certain birds which require hard surface to prevent unwanted 
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growth of beaks. 

Shelter. Open enclosures should have shelters for 
protection against extremes of sun, rain, hail, wind, etc. Spe- 
cial heating and cooling arrangements may be needed atleast 
in some cases where the species are unable to adjust them- 
selves to the changed environment of zoological garden. 

Habitat:The vegetation, soil, water, rock-work etc. must 
be so manipulated as to make the animals feel homely. Re- 
quirement of the individual species must be kept in view at 
the time of the designing and construction of the enclosures. 

Companionship: Animals should be displayed in pairs 
or groups according to the habits of the species in the wild 
and to provide companionship which may help in breeding. 
Where different species live gregariously in the wild, such 
mixed display would be necessary. This arrangement has the 
further advantage of increasing aesthetic value and keeping 
the inmates in good temper. 

General sanitation; There should be a permanent gang 
of sanitary staff with proper equipment and transport 
facilities like wheel barrows, van or lorry for quick and effi- 
cient removal of garbage. The use of disinfectants to dean 
the cages and utensils used for preparation, mixing, transport 
and feeding of diet should be done regularly under the super- 
vision of trained personnel. All efforts should be made to 
reduce breeding and spreading of parasites and pests in the 
zoo. 

Veterinary care: Knowledge regarding diseases of wild 
animals and their treatment is scanty at present. This is 
mainly due to lack of specialised training facilities and career 
opportunities. In most zoos well equipped hospitals and 
othfcr facilities for quarantine, isolation of species, clinical 
testing eta arc lacking. Important requirements like tran- 
quilliser gun and X-Ray units etc are not available. The fol- 
lowing measures are recommended for adoption: 

Prevention of diseases: Disinfection of cages, enclosures 
and utensils used for distribution of food, water etc must be 
a routine operation. Periodical operations to prevent the 
spread of mosquitoes, flies, snails, rodents, crows eta which 
can act as carriers of diseases must be earned out. Clinical 
laboratories should be attached to major zoo hospitals for 
periodical examination of blood, stool, urine eta, so that 
necessary periodical prophylactic measures like dewormtng, 
vaccination against communicable diseases eta can be effi- 
ciently undertaken. In case of smaller zoos, the assistance of 
local veterinary or other research institutions must be taken 
at regular intervals to carry out examination about existence 
of parasites and pathogens for the above purpose. 

Restraint: Prophylaxis and treatment of sick animals be- 
comes easier if methods of restraint are perfected for each 
kind. Isolation of an individual from a group requires skill. 
If the animals are habituated to come into the cells regularly 
either for rest or for food, it becomes easier to isolate sick 
animals. The zoos should, therefore, have feeding cells 
wherein the animals should be so encouraged and condi- 
tioned as to come at fixed hours. Physical force should not 
be normally used to capture or engage an animal as this fre- 
quently results in injury. Every zoo should also possess a 
stock of good transportation cages for quick transport. 
Decoying by means of attractive food is a safe and effective 
method to engage animals and should be used wherever pos- 
sible. Restraint during treatment can be achieved mechani- 
cally by use of squeeze cages The zoos should possess 


squeeze cages for the purpose. Use of tranquillisers injected 
into the muscles or veins should be done only in cases of ex- 
treme need when prior knowledge of dosage, effects and an- 
tidote or reversible drug is available. Tranquilliser drugs 
should not be used in respect of single and rare animals as 
well as females in advanced stages of pregnancy, without fur- 
ther knowledge and experience of their use under these cir- 
cumstances. 

Treatment: ’A’ and 'B' category zoos should have a well 
equipped hospital where animals can be restrained by means 
of squeeze cage, kept under observation and treated as in- 
patients. A proper record of observations, medications and 
effects shall be maintained in each case for future use. Apart 
from treating the sick animals in the hospital, the 
veterinarian should make a daily round of the zoo to observe 
the health of animals, feeding, general hygiene, stools, etc., 
and in case of doubt, clinical examination of stool, urine, 
blood eta, should be promptly undertaken. In case of ’C 
category zoos, there should be facilities of restraint and isola- 
tion of sick animals. 

A veterinary adviser should be engagtd to make a weekly 
inspection of all animals and conduct periodical tests of 
faeces, blood eta 

Quarantine : New animals coming into the zoo as gift or 
through purchase or through barter should be kept away 
from display animals in specially limited quarantine areas for 
a minimum period of fifteen days before being shifted to dis- 
play areas. There food habits and behaviour should be ob- 
served during the period and in case of supply from private 
sources, prophylactic measures should be adopted to prevent 
outbreak of communicable diseases. A rigid quarantine may 
not be needed in respect of animals coming from good zoos 
under cover of suitable health certificates. 

Isolation wards : All zoos should have isolation wards 
away from quarantine, hospital and display areas, for keeping 
animals suspected to be having infections or communicable 
disease. The isolation wards should be utilised for observa- 
tion and treatment of such animals till a clinical examination 
shows that they arc free from infectious pathogens. 

Breeding and Rearing of Animals In zoos: Breeding and 
successful rearing of zoo animals is of great interest from 
several points of view. One of the primary roles of modem 
zoos is conservation of rare species. Zoos can, by breeding, 
enable a particular species to survive even though that 
species may be extinct or nearing extinction in the wild. Ex- 
amples may be quoted of the Pcre David’s deer which though 
extinct in its native habitat China, exists in fairly large groups 
in a number of parks and zoos in the United Kingdom and 
elsewhere in Europe. Similarly, instances may be mentioned 
of the Przcwalski’s horse, the Wisent, Swinhoc’s pheasant etc. 
Secondly, species which are threatened with extinction can 
find refuge in zoos where they can be multiplied rapidly for 
their survival or for eventual return to the wild Thirdly, 
animals, though not endangered, can be bred for stocking of 
depleted areas. Finally, zoos can form a sort of reservoir for 
stocking other zoos, and thus restrict the rate of depletion 
from the native habitat of the species 

Certain Indian zoos have had a fairly good record of 
breeding endangered Indian species like 'the great Indian 
one-horned rhinoceros, Asiatic Lion, tiger, panther, black- 
buck, thanim, swamp deer, crocodile, linturong, white winged 
wood-duck, Indian wolf, lion-tailed monkey etc. 
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It is interesting to observe that during 1967, out of 177 
animals listed as rare by the International Union for Conser- 
vation of Nature and Natural Resources, no less than 55 
mammals, 17 birds, 8 reptiles, one amphibian and one fish 
were bred in the various zoos of the world. 

Besides breeding some rare Indian species there are 
records of breeding of some of the exotic endangered species 
in Indian zoos, e.g., black rhinoceros and Swinhoe’s pheasant. 
The breeding and raising of endangered species in Indian 
zoos is generally a chance occurrence. Except in a few cases 
like the white-winged wood-duck, the Indian rhinoceros, In- 
dian lion, etc. sustained systematic efforts have not been pos- 
sible in this direction on a country-wide basis. This is said to 
be due to inhibiting factors like lack of 

(a) suitable animal stock; 

(b) adequate space in zoos; 

(c) technical support services; 

-—-'(d) adequate staff and funds; and 

(e) opportunities for wide dissemination of accumulated 
knowledge and experience. 

Some zoos have had no doubt a singular record in breed- 
ing different species of animals mainly by individual zeal. A 
sustained effort is, however, lacking due to factors 
enumerated above. As pointed out in the beginning of this 
report, zoos have an important role to play in conservation of 
endangered species of wildlife. They form the last refuge for 
survival of a species on the verge of extinction. It is, there- 
fore, essential that zoos in India assume this increasing 
responsibility and make special efforts to breed at least one 
endangered species, if not more, of their choice in a sus- 
tained manner. It is also important that study book and in- 
dividual specimen data be maintained for all such animals in 
standardised proforma and notes exchanged between zoos on 
a regular basis. It must be remembered that wider the dis- 
semination of the experience and knowledge gained on the 
subject, winder would be the chances of attaining success in 
the breeding of any individual species. 

For success in breeding animals in captivity, the follow- 
ing factors arc generally recognised as important: 

Animal stocks: It is accepted by most zoo keepers that 
certain species do not present any great difficulty in breeding 
in captivity provided the requisite minimum needs arc met. 
These include most of the deer and antelopes, some of the 
big cats, budgerigars and other parrots, finches, pigeons, 
pheasants etc. However, there arc many more species that 
are considered difficult from this point of view. Recent 
trends show that even ’difficult’ species ape being increasingly 
bred in Indian zoos with advancements made in feeding, 
housing and health conditions. Instances may be cited of the 
rhinoceros, apes and some monkeys. 

Due to difficulty in procurement, high cost and possibly 
a desire to exhibit “as many spedcs as possible", zoos in India 
have tended to keep only a pair or so of most species. This is 
not conducive to breeding success besides other drawbacks. 
Instead of trying to keep as many species as possible in the 
limited space available, zoos should endeavour to keep only 
those species which can be maintained well according to 
modern concepts. The aim should be to keep a group of 
animals rather than just pairs. This will not only allow so- 
cial, psychological and physiological factors to have full play, 
but will also eliminate problems of incompatibility among 
pairs for breeding purposes and guard against the risk of 
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having only one animal. In keeping groups of animals the 
various psychological and physiological requirements like 
ritualistic behaviour of the species, male female ratio, total 
optimum population in the enclosure etc. must be borne in 
mind. 

Knowledge and careful observation of animals on the 
part of the zoo staff is an' important factor in successful 
breeding. Manipulation in the form of matching compatible 
pairs, changing animal partners, if found incompatible, bring- 
ing animals together at the right time, intervening judiciously 
in case of fights etc. arc necessary in successful breeding 
programme in a zoo. 

In case of incompatible pairs, exchange between zoos 
should be tried. In case of single animals a system of 
"loaning the animals" or exchanging these between the zoos 
should be practised liberally without financial or commercial 
considerations. 

Feed: In animal breeding, the role of feed is of great im- 
portance. A bland and monotonous diet is not only unsuited 
to the continued good health of the animals but is also not 
conducive to their breeding. Food should be as varied as 
possible and should take into account (a) general require- 
ments of individual species, (b) requirements of species 
preceding and during the breeding season/ period and (c) 
requirements during the natal and post-natal periods. It is 
necessary that schedules and feeds should be varied in order 
to achieve breeding success." The usual diets arc generally 
deficient on vitamins, minerals and trace elements. Excellent 
feed supplements arc available in the market for increasing 
breeding potentials. Use of such supplements on wider scale 
should be encouraged. It must be stressed that a well 
balanced and varied diet suited to the requirements of each 
species is perhaps the best guarantee for breeding success. 

Some of zoos in India make use of some of the har- 
mones. Indiscriminate use of harmones can cause harm. 
These have to be used very judiciously. 

Housing conditions: The environment in which the 
animals are kept in zoos has a great effect on their breeding. 
Though certain species like lions may breed in small cages of 
a circus, provision of adequate space is of primary impor- 
tance for success in breeding. In general the following prin- 
ciples may be followed: 

(a) Enclosures for animals and birds should be suffi- 
ciently large to give fullest opportunity of breeding rituals 
like chasing, dancing, play, exploration eta 

(b) Enclosures should have provisions for hiding places 
and privacy if the animals arc oriented to such requirements. 
This can be in the shape of dens, rocks, bushes, polls, holes in 
tree trunks etc. 

(c) Enclosures should meet the biological requirements 
of individual species e.g., polls for hippopotamus, or a soft 
ground for giraffe at the time of birth, withdrawal dens for 
large cats, right type of nests and nesting materials for birds 
like homhill and so on. 

(d) Architecture of the enclosures should simulate 
closely the natural habitat of the rare species. 

(c) There should be provision for isolating the expectant 
mother into isolation cage or “breeding cage". 

Management practices: Breeding success is one of the 
yardsticks of good management practices in a zoo. Given all 
the conditions listed above, the difference between success 
or failure depends on the handling of the animals. “Care and 
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‘.commonsense" play an important role in this regard. Ex- 
perienced personnel are vital for the success. Besides know*- 
how, zoo staff have to be ready to assist in the birth of dif- 
'ficult subjects. It is a common observation that most wild 
animals do not know how to behave at first litter. It is im-- 
portant^to judge when one should intervene in such cases- 
'Providing quiet and 'comfortable quarters and making the ex- 
'pedant animal get familiar with these in time is important- 
In certain -cases removal of the progeny after a short interval 
of birth'induces further breeding. An intimate knowledge of 
‘.the behaviour of the individual animal is, however, necessary 
' before any, such step can be taken. 

-'-y Artificial Insemination: At present there is neither any 
practice, nor.attempt at breeding zoo animals by artificial in- 
semination. The difficulties involved in using this method for 
wild animals are manifold and not likely to be overcome 
easily. However, it has certain possibilities in the case of 
some of the important species which have proved refractory 
as far as breeding is concerned. Much research and sus- 
tained effort would be required if this method is to be used- 
This may be tried with wild boars to begin with as a lot of 

* knowledge on the subject is available regarding domestic 
.-species of pigs. 

' Hybrids and cross-breeds: The Committee took note of 
the efforts made by some of the zoos in experimenting with 
.hybridisation and cross-breeding of different species. The 
' Committee felt that such experiments at best form a source 
'of publicity to the zoo but that they hardly advance the 
"primary objectives of the zoos and, as such, do not deserve to 

• be encouraged. 

- •’ Rearing of animals: Post-natal care of animals is 
equally, if not more, Important than pre-natal care of the 
' mother. In case of mammals special care must be taken to 
pee that the nursing mother is provided with enough nourish- 
ment to stimulate lactation, and to make it inclined towards 
raising the off-spring normally. As a rule it is necessary to 
provide undisturbed conditions. In case of certain large cats 
like tigers and panthers, the male is often kept away from the 
off-spring. The best and most desirable method of rearing 
the young would be to allow the mother to take care of them, 
' as they do in nature. 

However, in the artificial conditions of the zoos, due to 
.one factor or the other, the parents sometimes abandon the 
baby" after birth. Worse still is the case of the wild cats, 
wherein sometimes the mother may even loll and eat its own 
young. Sometimes the parent may get disabled due to injury 
, or may die due to natural or other causes, In all such cases 
the zoo personnel will have to intervene and rear the young 
ones artificially. The methods adopted are first the use of 
'foster parent e.g. goat or bitch in the case of large cats, 
wolves etc., and domestic hen in the case of pheasant etc-, 
•and secondly use is made of such artificial devices as in- 
cubators, and brooders as in case of pheasant, rhea, giant tof- 
. toise, etc. In other cases it is essential to know the exact 
dietary requirements of a new born baby as well as its feed- 
ing habits. At present significant success has been achieved 
in Indian zoos in hand rearing zoo babies such as the whitp 
, tigers, normal tigers, panthers, gaur, rheas, pheasants and so 
j.on. However, no serious attempts have been made at milk 
analysis of various mammalian species nor their exact dietary 
performances have been worked out. The lack of a common 
forum and common publication medium has been respori- 
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sible mainly for nonavailability of such information to other 
zoos. 

There is great need to carry out further research into 
breeding and rearing of animals particularly the endangered 
ones. Stress should be laid on milk and diet analysis for 
various species. Successful rearing methods should be stan- 
dardised for each endangered species in the first instance and 
given wide publicity by publishing the account in the Indian 
Zoo Bulletin. Opportunity should be provided to zoo per- 
sonnel to meet at a common forum and discuss various 
methods. Recommendations for these proposals have been 
made elsewhere in this report 

Disposal of Dead Animals 

Mo6t zoos do not have a taxidermist for making proper 
use of the rare or valuable animals that die in the zoo. Sal- 
vaging of the skins, nails, horns, bones and other useful rem- 
nants of dead animals can be profitable as well as useful from 
the point of zoological research. Many zoos remove the skins 
of dead animals either with the help of their own staff or 
some local expertise and keep the salted skins for disposal by 
public auction; some get them preserved or mounted through 
a recognised taxidermist before disposal to either some 
museum or in public auction. Except in a few cases there is 
no liaison between the zoos and museums or zoos and scien- 
tific institutions for proper utilisation of the dead animals. 

In the zoos where veterinarians are appointed, post- 
mortem examination is invariably conducted in respect of all 
animals. Bulk of the dead animals are generally buried 
either in the graveyard provided within or outside the zoo 
premises. In certain zoos situated in congested cities, the 
carcasses are transported to a stipulated dumping ground 
from where the disposal contractors collect them for salvag- 
ing skins or bones. 

The opportunity of use of the dead animals for collection 
of scientific information and material by the universities, 
research institutions and museums has not yet been availed 
of on a large scale. Excepting a few, the zoos are not in con- 
tact with such institutions for making dead animals avail-able 
to them; nor most of the zoos have their own natural history 
museums where such material could be utilised. 

The Committee is of the view that no dead animal 
should be disposed off without ascertaining the cause of its 
death. Before permitting salvaging of the pelt, the 
veterinarian must certify that doing so is not likely to cause 
spread of any communicable disease. Evciy zoo should 
maintain a list of institutions along with their field of interest 
so that such institutions are contacted immediately on death 
of an animal. The institution should make its own arrange- 
ment to remove such remains of the dead animal as arc use- 
ful to them for scientific studies or display. When not re- 
quired by such institution the pelt should be salvaged by the 
zoo itself with the help of a trained taxidermist in its employ, 
who should keep record of such measurements as are needed 
for curing or mounting the specimen. The skins should hot 
be stored for too long in uncured or semi-cured condition. 
The cured skins and other salvaged material should be stored 
in a separate store and disposed off as early as possible. 

The postmortem room should be constructed dose to 
the burial ground and arrangements should also be made for 
storing different animal products before disposal or sale. 
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For disposal of the carcasses, the zoos should maintain 
incinerators, if possible. The incinerators should be situated 
close to the post-mortem room in a comer of the zoo. 
Where it is not possible to have an incinerator, the major 
zoos should be enclosed by a suitable compound wall so that 
dogs, jackals etc. cannot enter it. The burial ground should 
be systematically used for dead animals or their remains. For 
important animals of which the skeletons may be required in 
future, a board to indicate the place, date and kind of animal 
buried should be displayed. The board should remain in 
position for a minimum period of one year, unless the 
skeleton has been removed earlier. 

In case of smaller zoos, i.e., category ’C zoos, the serv- 
ices of the local veterinarian of the department of animal 
husbandry, should be obtained for getting the post-mortem 
examination done. The zoo should be in touch with the local 
scientific institutions to find out if any scientific material 
would be salvaged by them out of the dead animal. If there 
is no taxidermist attached to the zoo, an employee knowing 
the art of skinning or a local person conversant with the job 
should be utilised to salvage the pelt provided the opening of 
the animal is permitted by the veterinarian. The remains of 
the dead animal should be disposed by use of incinerator or 
buried. If no such disposal is possible, the zoo should ar- 
range for transportation of the remains of the dead animal in 
a closed carriage to a public dumping ground for disposal. 
Storage facilities for keeping uncured skins till transport to a 
nearby taxidermist must be provided. Cured skins should be 
disposed off periodically either to museums or through 
public auction. 

The animal which is known to have died of an infection 
of communicable disease should not be opened up for post- 
mortem. It should be disposed in the quickest possible time. 
The enclosure, the transport cage and the attendants should 
all be disinfected by use of disinfectants like phenyle, detol, 
permanganate of potash eta 

Record of postmortem findings must be preserved. 
When parasites are detected, they should be properly 
preserved. In case of salvaging the skeletal remains against 
any indent from a scientific institution, the bones must be 
properly identified and serially numbered so that the 
skeleton can be reconstructed. 

Maintenance of Law and Order in Zoos 

Attendance figures in zoos show that they are perhaps 
the only institutions in any city where the largest number of 
people of various educational, economic and sociological 
backgrounds and different age groups congregate. During 
1972-73, the total attendance in 19 Indian zoos was over 20 
million, the highest being in Bombay, totalling 7.5 million. 

Such a large attendance of people of differing educa- 
tional and sociological backgrounds is bound to include some 
undesirable elements as welL It may be argued that such ele- 
ments arc bound to be there in any other congregation of 
people and not necessarily in zoos alone. But it is evident 
that besides normal offenses such as pick pocketing, plucking 
of flowers, teasing of women and children, zoos have peculiar 
problems compared to other institutions on account of the 
fact that they have the responsibility of displaying live 
animals including wild and dangerous ones to the public In 
zoos both sides of the bars have to be kept under control 
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and it is the side where the humans are that usually causes 
most trouble.’ 

Many offenses are peculiar to zoos. These involve: 

(a) teasing and causing injury by throwing stones or with 
the aid of sticks, rods, handkerchiefs eta, or causing mental 
torture to the helpless dumb animals; 

(b) feeding with unsuitable food like sweets, fried and 
spicy substances which are likely to make the animal sick; 

(c) giving objects like old shoes, cigarette butts, key 
chains, nails, nuts and bolts, plastic bags, balloons eta to 
animals or placing in their mouths such objects by swallowing 
which the animal dies due to obstruction in its system; 

(d) entering into certain animal enclosure to make an 
animal perform; 

(e) removing some animal for theft or for mere fun; 

(f) mutilation of animals by vagrants; 

(g) destruction and damage of animal enclosure labels 
and other structures and fittings; 

(h) destruction or damage of plants add other horticul- 
tural features; and 

(i) causing Joud noise with crackers etc. and thus upset- 
ting animals. 

At present except in one or two States there are no laws 
against these specific offenses in zoos. The laws under the 
Penal Code are neither adequate nor comprehensive enough 
for this purpose. 

Most of the zoo officers-in-charge with whom the matter 
was discussed expressed inability to check the mounting 
waves of offenses due to lack of adequate powers to deal with 
the offenders. Another factor is the lack of adequate security 
staff to deal with organised vandalism. 

All zoo directors who were consulted opined that unless 
there is statutory backing, enforcement of any present day 
rule would be difficult. The necessity for a law or rule on the 
lines of the Bengal and Bombay Parks Acts and Rules with 
suitable modifications to meet requirements of specific zoos 
was strongly felt. This act, it was felt, should give to the zoo 
directors powers of compounding offenses and ordering 
fines. It was even suggested that there may be a police out- 
post in each zoo to meet with the mounting law and order 
problem. 

In order to cope with the law and order problems 
peculiar to zoos, it is necessary that each State be requested 
to enact a special law for zoological parks of that State. It 
will also be useful if a police outpost is established in or near 
the zoo so that offenses may be dealt with speedily. 

Draft rules for this purpose are appended to the report 
at Appendix VI. Besides the above, increase in the number 
of watch and ward staff is Strongly recommended so that 
problems are nipped in the bud. 

Staff discipline: Zoos are institutions wherein 
negligence or mischief by the staff is likely to result in serious 
threat to public life and property. It is necessary to maintain 
perfect discipline to avoid mishap. Strikes, go-slow and 
"work to rule" methods are disastrous to zoo-managcmcnL It 
is, therefore, recommended that zoo services should be 
regarded as essential services and the officers are given maxi- 
mum authority to deal with acts of indiscipline and insubor- 
dination firmly and without interference from any quartets. 

Powers of Zoo Directors 

A modem zoological park is a unique institution. It has 
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extensive area, employs a large staff and above all it has the 
responsibility of looking after a variety of wild animals which 
nrc totally dependent for their very existence on the ef- 
ficiency of management. For these and reasons already ad- 
duced, it is important to appreciate that in zoos the needs of 
animals have priority over all others. These needs may arise 
any time, in any situation and arc often unforeseen and unex- 
pected. Vet the management has always to be kept geared in 
anticipation to meet an emergency. Many a life can be saved 
and a catastrophe averted by timely action, which is the es- 
sence of success of a zoo. These needs may take any form or 
shape such as repairs of fences, moats, animal houses, 
procurement of feed and medicines, tools and equipment for 
the supporting services, vehicles etc. 

Secondly, zoos attract the largest number of people com- 
pared to any other civic institution. Such large congregations 
of people present problems of their own, which must be 
solved in time, consistent with the requirements of the zoo. 
These vary from repairs and upkeep of lawns and gardens, 
roads, paths, shelters, water supply, water closets, direction 
boards and enclosure labels up-to-date, publicity material to 
meet people’s needs etc. The visitors often do not under- 
stand administrative delays since these are not apparent to 
them. They' only see the results of delays and carry back im- 
pressions accordingly. 

It is, therefore, necessary that the man-on-the-spot i e. 
the director, who faces the public daily and answers their in- 
numerable queries, should have the option to set right things 
and meet emergencies as and when they arise without waiting 
for clearance from any other authority. For efficient 
management it is essential that adequate authority be vested 
in its director, who should be a full time incumbent. The 
present system of administrative and financial powep which 
is better suited to administrative jobs and has no relevance to 
a unique institution like a zoo has to be replaced by a system 
which would encourage managerial competency. The concept 
of administration should be replaced by one of management. 

From the discussions that the Committee had with a 
number of zoo directors and officcrs-in-chargc, it was evident 
that one of the major factors responsible for lack of progress 
has been the absence of adequate powers given to the 
officcr-in-chargc of a zoo. In some zoos there was a multitier 
system of administrative functions which resulted in delays in 
handling matters of urgent nature which had adverse effect 
on the condition of the zoo. The powers exercised by the 
officcr-in-chargc varied from almost nil to those of a ’head of 
the department" in some cases. 

Taking into account the above mentioned factors the 
Committee strongly recommends that zoo directors 
(according to the classifications recommended vide Appendix 
II of this report) exercise powers as listed in Appendix VII. 
It will be evident that directors of ’A’ category zoos have 
been recommended to exercise powers equivalent to those of 
a "head of the department’ as far as zoo matters arc con- 
cerned. Only those powers are listed therein which in the 
opinion of the Committee bear directly on zoo management. 
Other administrative and financial powers have not been 
dealt, with since these may vary from State to State. 
However, it is strongly felt that even in these respects zoo 

ctors should be delegated equivalent powers since they 

add to the more efficient management of a zoo. 

The powers listed are the minimum required keeping in 


view the present price levels. These have been arrived at 
after taking into account the existing practices, requirements 
of various categories of zoos and the responsibilities to be 
shouldered by their directors. They may be required to be 
reviewed after a period of three years. 

Collection and Dissemination of Data 

Collection of Data: Most zoos maintain records of 
routine observations and related data in some form or the 
other. The common forms used are: 

(a) Animal index cards or history sheets, giving par- 
ticulars of arrival, age, name, sex and periodical observations 
of abnormal behaviour, health and breeding; 

(b) Daily reports, giving observations of unusual occur- 
rence in the zoo of all animals in respect of health and bc- 
hviour, 

(c) Stock register showing alterations in the stock of 
animals by purchase, gift, sale, barter, birth or death; 

(d) Death report showing the cause of death and post- 
mortem observations; 

(e) Case histoiy sheet giving symptoms, diagnosis and 
treatment of animals reported sick; 

(QDict sheet indicating change of diet, if any, prescribed 
for one or a group of animals; and 

(g) Study book for maintenance of genealogical informa- 
tion in respect of rare animals. 

A few zoos also maintain records indicating the 
prophylactic measures periodically undertaken in respect of 
inmates. 

All the above forms are quite useful. However, for bet- 
ter exchange of information between the zoos, the form in 
which the records are maintained need to be standardised 
and uniformly adopted. The zoo wing of the Indian Board 
for Wild Life has also stressed the need to standardise all 
such forms. 

It will be useful if special history sheets showing record 
of performance of each animal species in a zoo through the 
years is also maintained. It is recommended that at least the 
following records must be maintained by all the zoos: 

1. Animal stock register; 

2. Animal history card; 

3. Daily report; 

. 4. Diet sheet; 

5. Treatment sheet and register; 

6. Report and register of post-mortem; 

7. Stud book. , 

Dissemination of knowledge: A few zoos are publishing 

annual administration reports. Such reports should be issued 
by all zoos. It would be desirable to give as much scientific 
information also as possible in such reports. These reports 
should be sent to all zoos in the country. It may be advan- 
tageous to exchange them with a few important zoos abroad 
and other interested institutions for mutual benefit. Though 
there are a number of zoos in the country and a fund of in- 
formation is available, there is utter lack of exchange of in- 
formation with the result that the experiences gained are not 
available to alL Valuable information obtainable in a zoo 
rarely crosses the zoo boundary. Sporadic individual efforts 
have, however, been made to publish certain scientific obser- 
vations in the existing journals like the Chcetal, Indian 
Forester, Journal of Bombay Natural History Society, the In- 
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dian Veterinary Journal, International Zoo Year book etc. 

A good "Zoo Bulletin" is overdue in the country. It 
should be issued from New Delhi as a quarterly with the 
financial aid of Central agency for zoo development. The 
Bulletin should be divided into the following sections: 

(a) General Section : dealing with situation, extent, 
layout, landscape, architecture, display etc; 

(b) Conservation Section : dealing with breeding of en- 
dangered species, rearing and upkeep of less known animals, 
co-ordination between zoos to exchange animals for breeding 
and sharing of progeny for mutual benefit; 

(c) Veterinary and research Section : dealing with be- 
haviour, feeding, health,- hygiene, treatment, pathology and 
allied subjects; 

(d) Reference Section : dealing with procurement and 
disposal of animals, news and notes on important events of 
the zoos in each quarter etc. 

It is recommended that an Editorial Board of three 
directors should be established for editing and publishing the 
zoo bulletin. One of the directors should act as Editor. He 
should be assisted by an assistant editor and a stenographer- 
cum-secretary, appointed on whole-time basis. There should 
be provisions to award prizes for outstanding articles and 
good photographs. The Bulletin should also transmit impor- 
tant international zoo news to the subscribers and readers. 

There should be an Association or Society of Zoo Direc- 
tors, Zoo Veterinarians and others interested in zoo-work 
and its object should be primarily scientific and its activities 
directed towards betterment of zoos in India. Annual con- 
ferences and seminars of this association should be arranged 
to encourage exchange of ideas. The conferences and semi- 
nars should be held in various zoos of the country so that the 
members get opportunities of visiting other zoos. 

Exchange visits between zoos of the various categories of 
staff are also recommended. The central financing agency 
should sponsor and finance such visits by giving grants. 

Compilation of a comprehensive Zoo Manual: There is 
not much authentic literature published on planning of zoos, 
designing of animal houses, moats, fences and walls, con- 
structional and architectural details, maintenance, restraint 
and treatment of animals and other aspects of zoo manage- 
ment A comprehensive manual which will serve as reference 
book is necessary for the guidance of designers of new zoos 
as well as for those who are responsible for maintenance and 
improvement of the existing zoos. It is recommended that 
compilation of such a manual should be taken up at the ear- 
liest. The work should be sponsored and financed by the 
Central financing agency. 

Financing Agency for Zoos 

All the zoos receive budget grants from the controlling 
authority which is either the Central or State Government or 
an autonomous body like the municipal corporation or a 
trust. The collection from entry charges or other revenues 
like the sale of animals (dead or alive), lease of kiosks, res- 
taurants, parking lots, collection of grass etc. are not avail- 
able to zoos for expenditure except in a few cases, but go as 
revenue receipts. In Alipore Zoological Gardens, Calcutta, 
the salary of the senior administrative staff is borne by the 
Government of West Bengal and the expenditure on the 
maintenance of zoo is met from the revenue receipts or 


lumpsum grants. In all zoos, however, the expenditure on all 
accounts including salary of staff, capital works and main- 
tenance, is much larger than the total income. Since the in- 
crease in expenditure budget has not been commensurate 
with the rise in living index during the years, most zoos have 
suffered either a stagnation or a decline in the rate of their 
growth. The expansion programme meant for development in 
cases of young zoos has also been slow due to lack of grants 
and rise in the overall cost of development and management 

The budget grant for zoos varies from Rs. 8000 to about 
25,000 per annum. With ever increasing cost of maintenance, 
many zoos are unable to maintain the animals properly. 
Majority of the zoos have not been able to improve or ex- 
pand for want of funds. As a rule, zoos receive low priority 
in the allotment of funds by the controlling authorities. 

Finances: In a developing country like India, it is not 
possible that the zo&s which have social and educational ob- 
jectives can be converted into self-supporting commercial in- 
stitutions. An increase in the rate of entry tickets is beset 
with the difficulty of defying the primary objective of educat- 
ing the masses, as the worst affected will be the large per- 
centage of weaker sections of the society. It is, therefore, 
necessary that the zoos should be heavily subsidised. The 
present system of different authorities controlling the zoos 
presents considerable difficulties for planned development of 
zoos as there is no free exchange of knowledge and material 
or uniformity in standards. 

Financing agency: In view of the above practical dif- 
ficulties, the only solution is that the Union Government 
should create a central agency in the form of a "Zoo Grants 
Commission" and place annual grant at its disposal for sys- 
tematic improvement of zoos in the country. 

Composition: The Zoo Grants Commission should be 
serviced by the Ministry of Agriculture. It should be an 
autonomous body consisting of: 

(1) Chairman (honorary or part-time); 

(2) a whole-time secretary in the rank of director; 

(3) inspector-general of forests as ex-officio member; 

(4) two directors of zoos; and 

(5) five other members to be drawn from the public and 

departments connected with zoos. s 

The secretary should be assisted by a personal assistant, 
one accountant, one technical officer, two technical assis- 
tants, two upper-division clerks, four lower division clerks- 
cum-typists. The Zoo Grants Commission should meet at 
least twice a year and more often, if necessary, and should be 
authorised to appoint specialist committees as required for a 
proper discharge of its functions. 

Responsibilities: The Commission should assist the 
zoos in: 

(a) procurement of animals from abroad; 

(b) exchange of animals between Indian and foreign 
zoos; 

(c) procurement of medicines and equipment from 
abroad; 

(d) providing technical advice for preparation of plans 
for development of zoos; 

(e) coordinating the breeding of endangered species; 

(0 proper distribution of rare animals for breeding 
programmes; 

(g) allocation of funds for the following purposes: 

(i) projects for breeding of rare species; 
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only .for 'the purpose for which they are given 
.•jw^witnhi the period prescribed. Extension of period for ex- 
,ccotkw ^shall bc‘ given by ,thecCommtalon without any in- 
e25%?. u y!j£ PP* 1 financial commitment f ©r each scheme. 



the ^ienie submitted by the zoo; . . . 

priorities in" aided zoo development schemes; 

- ’R.vv-j W jjtow <• conditions; for . transfer of' zoo animals 



grants- 
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(e) arbitrate between zoos on disputes arising out of ex- 
change programmes; 

(f) collect and collate data on the Indian zoos; and 

(g) register and recognize zoos. 

There appears to be a general tendency to relegate to the 
background the breeding importance of rare animals as 
preference is given to their display value. It is, therefore, 
necessary to have a Survival Service Committee of the Zoo 
Grants Commission which would collect information about 
all endangered species and direct a coordinated breeding 
programme. The directives of the Committee shall be 
obligatory to the zoos in respect of transport , upkeep and 
sharing of the progeny. The Survival Service Committee 
should get adequate financial support from the Zoo Grants 
Comm talon to fulfil its obligations. 

Policy of Zoos 

A few zoos were started in the middle of the last century 
under the patronage ot the rulers ot by the ruuntdpal cor- 
poration* mainly for the purpose of pleasure and pastime. 
The location and development of zoos do not appear to have 
been chosen or planned for maximum advantage to visitors 
and animals. There are no policies laid for the purpose of 
starting of zoos nor any standards or guidelines, prescribed 
for their maintenance and development. Zoos get started 
because of the enthusiasm of some individuals and institu- 
tions concerned. Most of the zoos are public institutions 
though a few small zoos still exist under private management 
Starting and running of zoos without proper finances, plan- 
ning experience and trained personnel results in non- 
fulfilment of the objective* for which they are meant. 

It is, therefore, necessaiy to fix up guidelines for starting 
of zoos and maintaining them. At present there is no scope 
in this country for starting zoos under private ownership. It 
is necessaiy to start and maintain zoos as public institutions 
to fulfil the various objectives. In the absence of organised 
zoological societies and dubs with substantial financial 
resources, the zoos have to be run by public undertakings 
financed by Government, autonomous bodies or trusts. Con- 
sidering the great utility of zoos, it is advisable to start good 
zoos in all centres of collection of people like large cities and 
tourist complexes. But due to limitations of resources like 
finances, space, extremes of climate, trained personnel and 
availability of exhibits, both Indian and exotic, it is not ad- 
visable to start new zoos when the existing ones arc unable to 
develop for want of funds, personnel, space, exhibits etc. 

It is, therefore, recommended that each State should 
pool resources for development of one or two already exist- 
ing zoos situated in places where maximum number of people 
derive benefit from them. The State capital and important 
tourist complexes ensure maximum visitation. Apart from 
such main zoos, the States rich in varied cross-section of 
wildlife may open regional zoos to specialise in display and 
breeding of the regional fauna. The high altitude zoos, the 
aquaria, the arid climate zoos may be mentioned as examples 
in this context Needs of local and limited interest can be ful- 
filled by opening deer parks, safari parks, pet comers, 
children’s zoos, etc., which have been classified as *D* 
category zoos. 

In starting a new zoo or developing an existing zoo, it is 
necessary to aim at achieving certain standards for their 
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management. The following guidelines are recommended in 
this regard: 

A good zoo should be developed as a zoological park 
with a natural blend of animal enclosures, parks, lawns, 
groves, moats, cascades, water-spread and varied topography. 

The space available should be large enough to provide 
for all the above features and semi-natural enclosures for 
the various groups of animals to be displayed with adequate 
provision for allied services and expansion. Category ’A’ 
zoos should not be less than 50 ha. Category r B’ should be at 
least 25 ha., and category 'C should be below 25 ha. 

The zoo should aim at displaying all the local and 
regional fauna and as many important exotic animals as may 
be possible. 

The administrative pattern given in Appendix III of the 
report should be followed. 

The controlling authority should ensure adequate budget 
provision for phased expenditure on all the capital or 
development works envisaged for the purpose. There should 
be adequate guarantee of providing recurring or maintenance 
expenditure, modernisation and improvement. At the 
present price level, it is felt that the capital cost of category 
’A’ zoo would be about Rs. 10 millions and recurring expen- 
diture of about Rs. 13 million per annum. 

There should be provision for educational research and 
veterinary services to fulfil the accepted objectives of modem 
zoos. 

Amenities to the public in the form of restaurants, shel- 
ters, telephone, first aid, transport, drinking water, cloak 
room, guides etc. must be provided. 

Adequate and sustained supply of various kinds of 
nutritious feed must be ensured. 

Provision should be made for training of different 
categories of staff to ensure scientific management. 

The zoo should be registered with the proposed Zoo 
Grants Commission and thereby ensure systematic develop- 
ment and exchange of knowledge and material with other 
zoos. Wherever feasible, it would be better to bring the 
management of all zoos in a State under one controlling 
authority. 

The smaller zoos with no scope for development may 
either be abolished or amalgamated with other zoos of the 
State for improvement of standards. 

Working Hours, Publicity and Public Relations 

Closure and working hours: Many zoos do not observe 
a weekly closure. The working hours in many zoos cover the 
whole day. This causes strain on the animals as well as the 
administrative staff which do not get rest at all. Shifting of 
the animals requires a lot of time, patience and peace. This 
and special cleaning of enclosures are better carried out in 
the absence of visitors. It is, therefore, necessary that all the 
zoos should observe closure for one day in a week. The max- 
imum working hours per day of a zoo should be eight 

Publicity: The major zoos get sufficient publicity 

through the medium of press, radio, television, etc. Some 
zoos have brought colourful pamphlets and brochures for 
publicity. A few have put up boards and hoardings in impor- 
tant public places. Since the zoo is also meant to educate the 
public, some amount of publicity is necessary to attract them. 
Adequate publicity should be arranged through audio-visual 


means. There should be periodical propaganda about the 
important events in the zoo in the newspapers, magazines, 
radio and television. Pamphlets and handouts should t* 
given out periodically for mass circulation to publicise impot- 
tant happenings. Extension activities must be' undertaken to 
invite groups of people from educational institutions and 
conduct them on guided tours of the zoo. The zoo officials 
should visit educational institutions, nature clubs and volun- 
tary organisations to exhibit films and explain the aspects ot 
zoo management for promotion of healthy public relations. 

Public relations 

Many zoos provide some basic amenities to the visitots. 
Although the zoos are meant to educate people while they 
come to visit the zoo, provision of proper guidance to visitors 
is lacking in almost all the zoos. Ibis lacuna should be filled 
up. 

The basic amenities which may.be provided to zoo 
visitors arc: 

(a) convenient public transport to the zoo-site: coopera- 
tion of the local transport agencies must be sought to provide 
bus or train facilities to and from the zoo from important 
traffic points like city centres, railway stations, important 
educational institutions, important tourist centres like 
museums, historical monuments, churches, temples, mosques, 
etc. and all important residential localities; 

(b) taxi, tonga or rickshaw stands: a place for hire car- 
riages to wait must be provided for, close to the zoo; 

(c) parking lots: parking places for private and public 
driven vehicles like buses, cars, scooters, cycles etc. and watch 
and ward to look after them at some nominal charges must 
be provided; 

(d) communication facilities: public telephones, public 
address system in case of missing children etc. a telegraph 
and post office closely are necessary and should be provided; 

(e) cloak room facilities for depositing luggage which the 
visitors cannot cany around with them during the zoo visit 
and facilities for depositing and return of lost property, 

(f) public conveniences at various places in the park with 
proper arrangements to keep them clean; 

(g) drinking water supply at various points; 

(h) guide books, maps, explanatory notes about the im- 
portant animals and features of the zoo at nominal cost; 

(i) shelters, lawns and groves where the public can rest 
and escape from rain and sun; 

(j) guide maps for visitors to go round places of their 
choice on their own; 

(k) signboards and direction boards for guiding visitors 
at all junctions, turning and important points; 

(l) boards on enclosures to give the name, distribution 
and other important information on the animals displayed; 

(m) reading room facilities where wild-life publications 
can be made available to visitors; 

(n) auditorium where wild life films can be screened and 
lectures delivered at periodical intervals with prior notice; 

(o) restaurants, kiosks and bars for refreshments; 

(p) souvenir shops for selling curios, picture postcards, < 
etc. of wild life motifs; 

(q) transport facilities like animal driven carriages, mini- 
bus, electric train, cabin lifts, chair-lifts etc. within the zoo in 
case of large zoos; 
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(r) trams and push-carts on nominal hire charges to t8ke 
children around; 

(s) children’s comer with pets to fondle with; 

(t) information counter for supply of tourist and zoo in- 
formation to visitors; 

(u) mini-museum to display the embryo, eggs, young 
oles, skeletal and other parts of economic importance, nests, 
ecto - and endo-parasites and charts to show common dis- 
eases of wild animals and their symptoms; 

(v) suggestion and complaint boxes to invite new ideas 
and comments from the visitors; 

(w) boards at important tourist centres in the town to 
display timings, tariff facilities and holiday of the zoo; 

(x) picnic comers for small groups or parties; 

(y) guide lecturers who can take groups of visitors 
around and explain the habits, habitat, behaviour and other 
important features of zoo exhibits; and 

(z) first-aid facilities to visitors 

The zoo guide-lecturers should be conversant with 
English and local language and should have basic knowledge 
in biology. They must be trained for a period of three 
months by the zoo management regarding the information to 
be made available to visitors. Guide-lecturers should be 
freely available to educational groups visiting the zoo in 
quest of knowledge about display animals. 

Major zoos should have a public relations officer. He 
should be a graduate in biology and trained in maintenance 
of healthy public relations. He should be responsible to find 
out and cater to the needs of visitors. He should supervise 
the work of the guide-lecturers..Hc should be responsible for 
all extension activities of the zoo including publicity among 
educational institutions. 

Educational Activities in Zoos 

The increasing role of zoos in imparting education in 
Natural History to visitors has been recognised in many zoos 
in the United Kingdom, Europe, United States of America 
and Japan. An international zoo education officers’ con- 
ference is held annually in Europe and U.SA. In most of 
these zoos regular instructions in Natural History are im- 
parted to groups of students etc. in the zoo schools as well as 
in front of the enclosures. Various methods like lectures, 
guided tours, encouragement of independent study by in- 
dividuals are also adopted. In the U.SA. there arc educa- 
tional centres in zoos where guides and teachers are also en- 
gaged on a voluntary basis. 

Such educational programmes serve to: 

(i) impart instructions in Natural History which supple- 
ments in an interesting manner classroom lectures; 

(ii) arouse the interest of students in not only the 
animals displayed but also in their evolution, ecology and 
conservation; 

(lii) shift emphasis from the purely entertainment value 
of the animal viewed, which loves its natural dignity in the 
eyes of the viewer, to an awareness of its functions in the 
scheme of nature. 

The programmes include bringing out publications to 
further above objects. 

In Indian zoos, no distinct .educational facilities are 
provided at present. The above mentioned objectives arc 
served to a limited extent in some zoos with the help of 


charts, boards, radio and television programmes. 

It is, therefore, recommended that in Indian zoos: 

(a) Natural History education centres be set up, 

(b) zoos should be placed on the educational excursion 
curriculum of schools and colleges (teaching biology); 

(c) special publications oriented towards these objectives 
be issued; 

(d) special educational charts highlighting Natural His- 
tory should be put up in the zoos; 

(e) audio-visual aids should be collected in the zoos to be 
made use of in various educational programmes in the zoo 
and in educational institutions; 

(f) zoos should employ special educational programme 
organisers who should collect necessary literature, films and 
other material and use these for promoting love and 
knowledge of animal and plant life in general. 

Miscellaneous Matters 

Transfers: In the existing zoo administration there is no 
scope for transfer of personnel from one zoo to the other. 
The experience gained by any official cannot thus become 
available to another zoo. It was felt by some members that it 
would be in the interests of coordinated zoo development to 
work out an arrangement under which transfer of equivalent 
categories of officials of zoos registered under the Zoo 
Grants Commission can be arranged. Such transfers, it was 
hoped, may deter certain officials from developing vested in- 
terests in a particular zoo-management. 

Promotions and incentives 

There are certain categories of zoo staff for whom there 
are no avenues of promotion. Meritorious persons who by 
their intelligence and hard work become well-versed in cer- 
tain department, should get encouragement by way of incen- 
tives in the form of either promotion or higher grades of pay. 
If such promotional avenues are available in other zoos, 
these officials should have scope to compete for such posts. 
Where the promotional chances arc limited or altogether ab- 
sent, a system of granting special select grades or merit incre- 
ments should be considered, so that really competent persons 
do not stagnate in their scales. The Director should be em- 
powered to grant rewards for any outstanding work done by 
a member of the zoo. 

Punishments: Zoo is an institution wherein negligence of 
duty and improper behaviour of stall will cause great harm 
either to the mute inmates or the public. Commissions and 
omissions by staff cannot be ignored. Theft and adulteration 
of food and drinks leads to severe consequences. Lot of 
cooperation from the staff is needed at the time of shifting, 
treating of the sick and wounded and capturing of escaped 
animals. It is, therefore, necessary that discipline of the 
highest order is maintained among the staff. The zoo direc- 
tors should, therefore, have special powers to take punitive 
action against erring and negligent staff on the spot. 

Entry Fees: The fee for entry into the zoo varies from 
no charge to sixty paise per adult. It is necessary to keep the 
entry fee within the means of the lowest class of society. But 
free and low fee entry is likely to encourage undesirable ele- 
ments to get in and cause nuisance to inmates and the public. 
Certain zoos charge separate fee for showing some rare 
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animals. This is not veiy desirable if the enclosure in which 
such animals are kept is a part of the zoo. 

At the existing price index, it would be desirable to keep 
a maximum of Re.1.00 per adult for ’A’ and ’B’ category 
zoos. The entry fee for children, students and educational 
parties should be concessional and not more than twenty five 


APPENDIX II : List of Zoos and their Classification 


S.No. 

Name of the Zoo 

Place 

ANDAMAN 



1 . 

Andaman Zoological 

Park 

Port Blair 

ANDHRA PRADESH 


2. 

Indira Gandhi 

Zoological Park 
(Asstt. Conservator 
of Forests) 

Visakhapatnam 

3. 

Nehru Zoological 

Park (Curator) 

Hyderabad 

ASSAM 



4. 

Assam State Zoo & 
Botanical Garden, 
Kamrup Division, 
(Divisional Forest 

Officer) 

Gauhati 

DELHI 



5. 

Delhi Zoological 

Park (Director) 

New Delhi 

6. 

Oyesteris Pet Cent 



and Zoological 

Garden, Daiyaganj 

Delhi 

GUJARAT 



7. 

Jamnagar Zoo 

Jamnagar 

8. 

Maharaja Fatheh Singh 
Zoo, Laxmi Villas 

Palace, (Honorary 
Curator) 

Baroda 

9. 

Municipal Hill 

Garden Zoo, Kankaria 
(Superintendent) 

Ahmedabad 

10. 

Nehru Children’s Zoo 
and Natural History 
Section, Prakriti 

Bhava, (Curator) 

Amreli 

11. 

Sakkar Bagh Zoo 
(Zoo Officer) 

Baroda 

12. 

Sri Sayajibag Zoo 
(Honorary Curator) 

Baroda 

HARYANA 



13. 

Deer Park 

Hissar 

14. 

Mini Zoo (Divisional 
Forest Officer) 

Pinjore 


per cent of the maximum fee. The entry fee for ’C and ’D' 
category zoos could be twenty five to fifty per cent of the feet 
in the ’A’ category zoos. Whereas still and amateur movie 
photography could be allowed free, for professional or com- 
mercial photography separate fees should be charged. Park- 
ing transport service etc. can also be charged separately. 


Administration Classification- Remarks 


State Government D 


State Government — New 

State Government A 


State Government B 

Central Government A 

Private D 

Private D 

Private D 

Municipal A 


Corporation 


Municipality D 

State Government C 

Municipal 

Corporation C 

State Government D 

State Government D 
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HIMACHAL PRADESH 


15. 

Mini Zoo (Wild Life 
Warden) 

Renuka 

16. 

National Himalayan 
Zoological Park 
(Wild Life Warden) 

Simla 

KERALA 



17. 

State Museum & Zoo 
(Superintendent) 

Trichur 

18. 

Trivandrum Zoological 
Garden, (Director) 

Trivandrum 

MADHYA PRADESH 


19. 

Maitri Bagh, Zoo, Bhilai 
Nagar (Horticultural 
Officer) 

Bhilai 

20. 

Municipal Corporation 

Zoo, Gandhi Park, Lashkar 

Municipal 


(Superitendcnt) 

Gwalior 

21. 

Mini Zoo, Kamla Nehru 
Park 

Indore 

MAHARASHTRA 


22. 

Borivili Zoological 

Park (Divisional 
forest officer) 

Boririli Bombay 

23. 

Kolhapur Zoo 

Kolhapur 

24. 

Maharaj bagh Zoolo- 
gical Garden 
(Superintendent) 

Nagpur 

25. 

Pcshwal Park Zoolo- 



gical Garden 
(Superintendent) 

Poona 

26. 

Vcermata Jijabai 

Bhosle Udyan, Byculla 
(Superintendent of 
Gardens) 

Bombay 

MYSORE 



27. 

Sri Chamarajendra 
Zoological Gardens 
(Curator) 

NAGALAND 

Mysore 

28. 

Zoological Park 

Kohima 

ORISSA 



29. 

Nandankanan Biological 
Park (Wildlife 

Nandankanan 


Preservation Officer) 

(Cuttack) 

PUNJAB 



30/ 

Mini Zoo (Inspector of 
Wild Life) 

Patiala 

RAJASTHAN 



31. 

Bikaner Zoological 

Garden (Supervisor) 

Bikaner 

32. 

Zoological Garden of 
Jaipur (Supervisor) 

Jaipur 


State Government 

D 

State Government 

C 

State Government 

C 

State Government 

A 


Bhilai Steel Plant 

Municipal 

C 


Corporation 

Municipal 

C 

New 

Corporation 

C 

State Government 

D 

Part of 

National Park 

Private 

D 


Municipal 

Corporation 

D 


Municipal 

C 


Corporation 

Municipal 

C 


Corporation of 
Greater Bombay 

B 





State Government 

A 

State Government 



State Government 

B 

Sate Government 

D 

State Government 

D 

State Government 

C 
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33. Jodhpur Zoological 

Garden (Supervisor) 

Jaipur 

State Government 

C 

34. Kota Zoological 

Garden (Supervisor) 

Kota 

State Government 

C 

35. Pilani Zoo 

PiDni 

Charity Trust 

D 

36. Udaipur Zoological 

Udaipur 

State Government 

D 

Garden (Supervisor) 

TAMIL NADU 

37. Children’s Park, 

Madras 

Municipal 

D 

Guindy 

38. Snake Park, Guindy 

Madras 

Corporation 

Private 

D 

39. Zoological Garden 

Madras 

Municipal 


(Superintendent) 


Corporation 

C 

UTTAR PRADESH 

40. Kanpur Zoological 

Park (Dy. Director) 

Kanpur 

State Government 

New 

41. Prince of Wales 

Lufknow 

State Government 

B 

Zoological Trust 
(Director) 

42. Deer Park, Samath 

(Asstt. Conservator 
of Forests) 

Varanasi 

State Government 

D 

43. Zoo-fauna Trading 

Emporium, 509/18, Old 

LuPknow 

Private 

D 

Hyderabad 

WEST BENGAL 

44. Alipore Zoological 

Garden (Director) 

Calcutta 

State Government 

A 

45. Buidwan Zoological 

Garden 

Bufdwan 

Private 

D 

46. Himalayan Zoological 

Darjeeling 

State Government 

C 

Garden (Superintendent) 
47. Mullick’s Zoo 

Calcutta 

Private 

D 
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APPENDIX HI : Organisational s« up of Category ’A’ Zoos 

Director 





Deputy Director 




1 


2 

3 . 



Animal Department 


VetDepartment 

Maintenance Department 


Curators 


Animal Health and 

Buildings 

Gardens 




Hygience 



Mammals Birds Reptiles 



Overseer 

Supervisor 



Aquarium 

Vet Officer 

Overseer 

Supervisor 

Head 

Head 

Head 




Keeper 

Keeper 

Keeper 

Veterinary & 

Masons 

Head 

Keepers 

Keepers 

Keepers 

Pathological 

Carpenters 

Gardeners 

Asstt. 

Asstt 

Asstt 

Assistants 

Blacksmith 

Gardners 

Keepers 

Keepers 

Keepers 

Keepers 

Fitters 



Taxidermists Plumbers 

Helpers Electricians 

etc. 


4 

Public Relations 
Department 

Public Relations Assistant (General) 

Officer 

Guide Lecturers 


7 


Security 

Inspccto 

Asstt Inspector 
Ticket Collectors 

Security Guards 


S 6 

Stores Department Administration 

Assistant (Animal Food) 


Cooks and Food 

Admin 

Officer 

Distributors 

Office 

Accountant 


Supdt 

Accounts Clerks 


Asstts. 

Booking 

8 

9 

Clerks 


Conservancy 

Research 

Inspector 

Research Officer & 


Research Fellows 

Asstt. Inspector 

from other institutions 

Attendants 

Biological 

(Sweepers) 

Assistants 


Laboratory Asstt 
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Appendix VI : Draft Roles for Prevention of Vandalism in 
Zoological Parks. 

Rules for securing the protection of from injury 

and misuse, regulating the manner in which they may be used 
by the public, and providing for the proper behaviour of per- 
sons resorting thereto: 

I. In these rules: 

(i) zoological park shall mean and include all gardens, 
open spaces, animal enclosures or cages and other structures 
therein; 

(ii) director shall mean the head of the park for the time 
being; 

(iii) park or zoo official shall mean any official appointed 
in any office or capacity in the zoological park. 

n. Zoological park shall be open to the public during 
fixed timings to be displayed on a notice board placed at the 
entrance of the zoological park. It shall remain closed on any 
day or days in the week as announced by the director from 
time to time. 

III. The director shall have power to close the zoological 
park or any part thereof and shall also have power to restrict 
the use of the zoological park or any part thereof for any 
purpose or purposes so as to exclude any person or any class 
of persons, provided that previous notice of such closing, 
restriction or exclusion shall be displayed periodically in 
English and any vernacular language at the entrance of the 
park or part thereof. 

IV. The director may on special occasion reserve part of 
the park for any purpose. 

V. The acts and things specified in the following rules are 
hereby prohibited and declared to be offences under these 
rules: 

1. Removing, damaging or injuring any fountain, pool, 
statue, monument, bust, post, chain, railing, fence, seat, bar- 
rier, gate, lamp, label, notice board or plate, animal house or 
cage, building, shed, urinal or water closet, or defacing or dis- 
figuring the same by pasting thereon or affixing thereon in 
any way, any bill, placard or notice or by cutting or writing, 
stamping, printing, drawing or marking any matter thereon. 

2. Without permission removing, plucking, damaging or 
injuring any timber, tree, plant, shrub, leaf, fruit, flower or 
grass. 

3. Without permission taking, digging, cutting, damaging 
or removing any gravel, sand, sod, earth, clay, turf, mould, soil 
or any other substance without the right to do so. 

4. Without permission going or attempting to go into any 
plantation or garden, lawn, flowerbed or any permanent or 
temporary enclosure or cage or any building which is marked 
private or reserved permanently or temporarily for any pur- 
pose. 

5. Committing any encroachment in or making any 
enclosure or opening or attempting to open any cage or 
enclosure door or other devices. 

6. Without written permission erecting or placing any 
post, rail, fence, pole, peg spike, tent, booth, screen, stand, 
swing or other building erection or obstruction of any kind 
whatsoever. 

7. Making or forming any new road or path. 

8. Entering or leaving the park except through the 
proper gate provided for the purpose. 

9. Entering or attempting to enter the park or any part 


thereof reserved or a path or area closed for entry without 
having first obtained permission and/or paid any fee charged 
for admission. 

10. Taking or attempting to take into or out of the park 
any bird or any animal without permission. 

11. (a) Removing from the park or its cage or enclosure 
any bird or animal or any part of the body of bird or animal 
without permission. 

(b) Teasing or hunting or hitting or threatening or feed- 
ing any animal or bird without permission or throwing a 
lighted cigarette, matchstick, or any article into or near a 
cage or enclosure. 

12. Turning out to graze or feeding any animal or allow- 
ing to stray or leave any animal in the zoological park. 

13. Riding or driving any animal in the zoological park 
without permission. 

14. Without permission of the director, using any part of 
the park except area thereof reserved by the director in this 
behalf for a picnic or pleasure party or for any such purpose 
using any part of the park not specified in any such permis- 
sion or as pointed out by any park or zoo official. 

15. Without the written permission of the 
director, lighting any fire, cooking any food or burning papers 
or rubbish or any other matter in the park. 

16. Without permission drawing, driving or propelling 
any vehicle other than and excepting perambulators for use 
by children and invalids in the park and driving any vehicle in 
excess of speed limits prescribed or in a rash or negligent 
manner, or parking any vehicle in a manner likely to obstruct 
traffic or parking in area where it is prohibited, except by 
permission. 

17. Using any part of the park for shacking or heating 
any caipet, mat or any other article or as a drying or bleach- 
ing ground by placing clothes or any other article or thing on 
any of the trees or bushes or on the turf, grass or ground or 
any fence or railing or putting up any pole or line, other sup- 
port for clothes or other article, or for shaking, brushing or 
heating any carpet, mat or other article or thing. 

18. Without permission bathing or washing persons or 
animals in, or washing clothes, or other articles or things in, 
or allowing any animal to enter into or doing any act likely in 
the opinion of the Director to cause the pollution of water in 
any stand-pipe, fountain basin or pond, pool or moat in the 
park. 

19. Committing any nuisance in the park or against any 
tree, shrub, wall, railing, fence, seat or other things or under 
any arch or in any pool, moat, pond, lake or stream. 

20. Going or attempting to go into any water closet, 
urinal or other place of convenience provided for the op- 
posite sex or infringing any regulations of the zoological park 
set up therein controlling the use thereof. 

21. Lying upon or occupying any seat in or lying about in 
the park in a verminous or offensively filthy condition. 

22. Teasing, feeding or touching, or in any way interfer- 

ing with any bird or animal confined in any aviary, cage or 
enclosure in the zoological park or approaching within a 
yard of any cage, aviary or enclosure or the moat fencing or 
railing surrounding the same. - 

23. In the park, without permission catching and trapping 
of any animals, or laying or placing any net or trap for the 
trapping of birds or animals, taking bird’s eggs or nests, or 
shooting or attempting to shoot with any weapon any bird or 
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animal or chasing or attempting to chase any bird or animal, 
or throwing any stone or stick or missile with or without in- 
tent to injury or catch any bird, animal, game fish, fowl or 
reptile. 

24. In the park begging or soliciting alms or without the 
written permission of the director selling, letting on hire, 
trading or carrying any merchandise, food, fruit, sweetmeats 
or other eatables, aerated water or intoxicating drink or any 
article whatsoever intended for food or drink or distributing 
any bill, notice or propaganda materia! or placing any chair 
or seat for hire. 

25. Carrying on of any trade within the park without per- 
mission of the director. 

26. Firing any gun, pistol or other fire-arm, discharging 
any fire work, catapult or sling or throwing any stone or stick 
or any missile or using any syringe, squirt or doing anything 
which may anger or cause mental or any damage or hurt to 
the animals or the public or be deemed a nuisance, obstruc- 
tion or annoyance. 

27. Playing or making preparation to play at cricket, foot- 
ball, golf, quoits, lawn tennis or any other game or athletic 
sports or dancing or giving a musical performance or other 
entertainment or flying kites, or infringing regulation of the 
zoological park displaying in such places controlling the use 
thereof, without the consent of the director. 

28. Interfering with, obstructing or annoying any person 
or persons, who with the written permission of the director 
or in pursuance of any of these rules are engaged in playing 
or have made any preparation to play any lawful game or are 
otherwise lawfully using the park. 

29. Retaining and not forthwith handing over to the 
director or any person authorised to receive any unclaimed 
property found in the park. 

30. Entering or being in the park in a state of intoxica- 
tion. 

31. In the park brawling, fighting or quarrelling, cursing, 
swearing or using indecent or improper languages or holding 
or taking part in any fighting, boring or wrestling match 
being intoxicated, gambling playing at any game of chance, 
betting with cards or dice, begging, telling fortunes, selling or 
distributing any indecent or obscene print of book, lying on 
any of the seats, or lying, sleeping, sitting or resting in an in- 
deant posture or being disorderly or wilfully or designedly 
doing any act which outrages public decency. 

32. In the park delivering, uttering or reading any pubtic 
speech, lecture, prayer, scripture or address of any kind or 
description whatever or singing any sacred or secular song or 
entering into public discussion, maintaining the right to 
deliver, utter or read any public speech, lecture, prayer, scrip- 
ture, sermon or address or holding or causing or taking part 
in public assemblage or soliciting or gathering money without 
the written permission of the director and exapt in strict 
conformity with the terms of any such permission. 

33. Refusing to leave the park after the time of dosing if 
' requested to do so by the pari: offirials so authorised or wil- 
fully remaining therein after closing time or dimbing on or 
over the gates, fences or railing or camping out in the park. 

34. Interfering with, assaulting, resisting or aiding or in- 
citing any person to interfere with assault or resist the park 
offida! or other person in the execution of bis duty of the 


lawful exercise of any authority under these rules or other- 
wise or removing or attempting to remove any zoo property. 

35. Throwing any kind of litter in the park, except in 
dustbins provided for the purpose. 

36. Spitting in the park. 

37. Throwing lighted match sticks, kindling fire etc., so as 
to set fire to the dry grass. 

38. Without permission or payment of prescribed fee en- 
tering into any boat, launch or dinghy, train or other vehides 
etc, of the zoological park, and behaving in a way likely to 
endanger the safety of the vehicle and occupants or con- 
travening in any way the rules framed for the particular pur- 
pose by the park authorities. 

39. Fishing or angling in any pond, stream or lake in the 
park without permission. 

40. Without permission or payment of prescribed fees 
riding any elephant, camel or poney or any other animals in 
such a way as to endanger the safety of other riders or 
passer-by, or contravening in any way the rules framed for 
the purpose by the park authorities. 

41. Without permission or payment of prescribed fees 
entering into the swimming pool or in any way contravening 
the rules framed for the purpose. 

VL (a) Any person committing any breach of these rules 
shall be liable to a penalty not exceeding Rs. 50 and for every 
continuing offences to a fine not exceeding Rs. 20 for each 
dayon which such offences shall continue after conviction for 
the first offence or after receipt of noli a from the director to 
discontinue the offences. 

(b) The director shall have the power to impose the said 
fine for each offence as also to recover such amounts as he 
deems fit to value of any damage caused or assessed by the 
director. On payment of such cost or compensation all fur- 
ther proceedings in the matter will be ceased. 

VIL It shall be lawful for the director, or any park offi- 
cial mcharge to exclude or remove from the park any person 
committing any breach of the above rules and all hawkers, 
beggars, rogues and vagabonds, and of any such person after 
being ordered or warned by any park official to go therefrom, 
shall neglect to go therefrom, or having left the place after 
being ordered or warned as aforesaid to go therefrom or 
having been removed therefrom as aforesaid, shall return 
thereto, such person shall be guilty of an offence against 
these rules and be liable to a penalty as provided for 
hereinabove. 

VIII. Nothing in these rules shall take away, abridge or 
limit any remedy now existing other than by these rules or 
shall interfere with the power of the police or any authority 
legally existing for preventing punishable offences under any 
other law for the time being in force. 

■ IX. (a) Every park or zoo official or director referred to 
hereinabove and every other officer exercising any of the 
powers conferred by these rules shall be deemed to be a 
public servant within the meaning of section ’2’ of the Indian 
Penal Code. 

(b) No suit or other legal proceeding shall bie against the 
Government or any of the park or zoo officials for any 
damage caused or likely to be caused by anything which is in 
good faith done or intended to be done under these rules. 
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APPENDIX VII t Power* of Zoo Director 


S.No. Item Powers to be delegated to heads 

of (A),(B) & (C) category 200 s 

ABC 


1. 

Works 

(a) Capital 

25000 

(Figures in rupees) 

10000 

1000 

' 

(b) Recurring 

full 

2000 

500 

2. 

Purchase of Animals 

10000 

5000 


3. 

Exchange of Animals with 
authorised Z 006 

full 

10000 

1000 

4. 

Exchange of animals with 
private parties 

1000 

500 

nil 

5. 

Writing off animals 

full 

full 

— 

6. 

Purchase of medicines 

full 

5000 

100 

7. 

Purchase of feed 

full 

full 

10000 

8. 

Purchase of stores, tools 
and equipment 

25000 

10000 

1000 

9. 

Sale of surplus animals 
and product of animals 

2000 

1000 

- 

10. 

Entertainment and 
hospitality Charges 

1000 

200 

- 

11. 

Taxidermy Charges 

full 

full 

” 

12. 

Destruction of disabled 

animals not likely to recover 
and unfit for display 

full 

full 

— 

13. 

Appointment of Class III 
and Class IV servants 

full 

full 

- 

14. 

15. 

Sanction of casual leave 
to all subordinate staff 

Purchase of Books and 

Periodicals 

full 

full 

500 

so 

16. 

Local Purchase of Stationery 

200 

100 

20 

17. 

Printing and Stationery 

2000 

1000 


18. 

Publications 

5000 

2000 


19. 

Uniform and washing allowance full 

full 

full 


20. 

Rewards and Honoraria 
per annum per head 

500 

200 

- 

21. 

Miscellaneous 

contingent expenditure 

2000 

500 

- 
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RAILWAY ACCIDENT INVESTIGATION ON DERAILMENT OF 
15 OP KIRTI EXPRESS TRAIN BETWEEN LAKHA MANCHI AND THAN JN. 
STATIONS, WESTERN RAILWAY ON 8TH AUGUST, 1973. 

, Report, Delhi, Controller of Publications, 1974, 13p. 


:Oii4 Man Committee; Shri G.S. Pandor. 

APPOINTMENT ... '* 

;• In accordance with Rule 4 of the Ministry of Tourism & 
• Civil Aviation’s notification No.Rs.l3.T(8)/71 dated the 19th 
April 1973, the Committee was constituted on August 8, 1973 
to enquire into the accident of derailment of 35 UP Kirti Ex- 
press Train ^between Lakha Manchi and Than Jnstations. 
t-y. . V 

iTERMS OF REFERENCE 

r ? - ** ' ' ' * 

m v--* ^ y * \ *>, * 

XTo inquire into the derailment of No 35 Up Kirti Ex- 
press, ; atat>out 00.06 hours on the night of 7th/8th August, 
‘1973 at-Km. 180/12-9 between Lakha Manchi and Than Jn. 
.stations "on the Rajkot-Meshara Single Line Meter Gauge 
Tsection of the Western Railway. . 

VCONT©iTS 

' ,! ’’ ' ,,f 

A ^ * > 

; Summaryj lnspection of rite and Inquiry; The Accident; 


Casualties; Relief Measures; The Tram; Local Conditions; 
Summary of Evidence; Discussion; Conclusion. 

CONCLUSION 

On full consideration of the factual, material and cir- 
cumstantial evidence, I have reached the conclusion that the 
derailment of 35 Up Kirti Express train on the night of 
7th/8th August 1973 between Lakha Manchi and Than 
Jn stations on the Western Railway was the result of a 
deliberate act of sabotage of track. 

The dastardly act was committed by person or persons 
unknown who opened the joints and fastenings of a rail, 39’ 
in length, at Km.180/12.9 and displaced it slightly towards the 
centre of the track from its former intact position. 

Relief Measures 

I am satisfied that the relief arrangements were as effi- 
cient as could be expected in the circumstances. 
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HIGH POWERED STUDY TEAM ON THE PROBLEMS OF 
HAND LOOM INDDUSTRY 1973. 

Report, Delhi, Controller of Publications, 1975, xxvii,105p. 


Chairman: Shri B.Stvaraman. 

Members: Shri S.R.Ramamurthy; Shri A.K. Saikia; Shri 

KD-Sharma; Shri V.Venugopal Naidu; Shri H. Nanjun- 
diah; Shri S.S. Sharma; Shri Haibans Singh; Shri G. Yaz- 
dani; Shri SJC Bagchi; Shri H. Jelshyam; Shri Konda 
Lakshman Bapuji; Shri M. Somappa; Smt Pupul 
Jayafcar; Shri T.R.S. Vijayaraghavachari; Shri Abid Ali 
Ansari; Shri R-Swaminathan; Shri T. Rangadasappa; Shri 
P.L. Sivaram; Shri Mani Narayanaswami. 
Member-Secretary: Shri A.N. Varma. 

APPOINTMENT 

The High Powered Study Team on the Problems of 
Handloom Industry was appointed in pursuance of the deci- 
sion of the Handloom Conference held in New Delhi on Sep- 
tember 20, 1973. The Resolution emphasises that the Team 
should study in depth the problems of the Handloom In- 
dustry and the Weavers in order to suggest a programme for 
development of this sector in the Fifth plan period. The 
Ministry of Commerce, Government of India constituted the 
High Powered Study Team on December 29,1973. 

TERMS OF REFERENCE 

(i) To suggest programmes for development of the hand- 
loom industry in the Fifth Plan; 

(ii) To suggest measures for the maximum utilisation of 
the export potential of the handloom sector; 

(iii) To suggest measures for building infrastructure and 
providing adequate inputs, particularly Finance to the hand- 
loom sector; and 

(iv) To review the position regarding reservation and to 
suggest changes in policy, if necessary. 

CONTENTS 

Preface; Summary of Recommendations; Introduction; 
Organisational Structure; Technical Development; Scheme 
for Intensive Development of Handlooms; Inputs for the 
Handlooms Industry; Finance and Credit Facilities; Problems 
of Marketing; Export Promotion; Reservation for Handloom 
Sector and the Powerloom Competition; Acknowledgments; 
Annexures from I to III, Appendices from I to V; Dissenting 
Note by: 

(i) The Representative of the Government of 
Maharashtra, 

(ii) The Representative of the Government of Tamil 

£ladu, ■> - *. 

IT 
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(iii) Konda Lakshman Bapuji. 

RECOMMENDATIONS 
Organisational Structure 

The All-India Handloom Board should be once again 
brought back to its premier position as the eyes of the 
Government of India in the matter of handloom develop- 
ment. The Central sector financing should be with the advice 
of this Body. Central schemes and Centrally sponsored 
schemes should be monitored by the Board and its advice 
about modifications should be given due weight 

Central allocations should be based on an effective 
utilisation of the resources given by the Centre and the 
Handloom Board could play an effective part in ensuring that 
resources are usually spent by the States and the institutions 
for the approved schemes. 

A high-powered statutory All-India Handloom Board is 
necessary to discharge the several functions which the Board 
has to perform. Till such a statutory Board is set up, it is 
necessary to ensure that the present Board effectively takes 
over the various functions that the Team has postulated for it 
and that there is effective response from the Ministry to the 
suggestions of the Board. Therefore, immediately the All 
India Handloom Board may be made effective and close 
liaison with the Ministry and Board established. The Board 
should set in motion a process of review and scrutiny of the 
present situation of the handloom industry in the various 
States and prepare the ground for effective introduction of 
the schemes proposed by the Study Team. 

A separate Directorate should be created under a 
Development Commissioner for Handloom in the Ministry 
of Commerce charged with the responsibility for dealing with 
handloom alone. Unless concentrated attention is paid to this 
sector, any large scale improvement in the handloom sector 
would not be possible. The Development Commissioner’s or- 
ganisation should be helped by technical personnel well 
versed in the handloom technology. 

For the proper growth of the handloom sector it is 
necessary that wherever the handloom population is 
reasonably large in a State, there must be a separate Hand- 
loom Directorate which shall not be in charge of the power- 
loom since the interests of these two sectors are contradic- 
tory. 

The coverage of the weavers’ inactive cooperative 
societies should be 60% of the total by the end of the Fifth 
Plan period. A purposeful programme has to be taken up to 
achieve this target on the following lines: 
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(a) Establishment of a Cell in the Commerce Ministry to 
attend to problems pf the handloom cooperatives in some 
depth. The Development Commissioner for Handlooms may 
be made ex-officio Commissioner for Handloom Coopera- 
tives; 

(b) A scheme of rehabilitation of handloom cooperatives 
to be undertaken on the same lines as the scheme of 
rehabilitation of agricultural cooperatives which was taken up 
on the advice of the Rural Credit Survey Committee of the 
Reserve Bank. Societies have to be classified into viable ones, 
those that can be made viable by supervised credit or by 
amalgamation and those that have to be wound up. The 
main ingredient of the scheme of rehabilitation will be the 
share capital participation of the State Governments. To 
enable the State Governments to participate in the share 
capital, the NCDC may be made the body for giving loans to 
the State Governments for share capital participation. 

(c) It is necessary that the Central Banks are made to 
return the reserves of weavers cooperatives which are not 
statutorily required to be retained and some means found to 
put them into liquidity against the locked up funds in the 
share capital and etc. If necessary, a Tiding-over Finance in 
the shape of Government share capital should be given to 
' them; and 

(d) A closer involvement between the aper marketing 
societies and the primary weavers societies should be estab- 
lished so as to ensure supply of the necessary yam and other 
inputs to the weavers and arrange for the marketing of the 
cloth produced by the weavers in the primary weavers 
societies. 

It will be against the interests of weavers to interfere 
with the Master Weaver sector till the cooperative sector is 
sufficiently developed and is able to give full service to the 
members. It would be necessary to ensure a minimum wage 
in this sector so that there is no temptation to pay low wages 
because of a buyer’s market. If master weavers are to be 
brought into controlled system of input distribution, only 
such of them as are duly registered in the books of the Direc- 
tor of Handloom should be accepted into the system. 

There are large concentrations of looms outside the ef- 
fective cooperative fold and the Master Weaver fold for 
which an effective rehabilitation programme will have to be 
drawn up. During the Fifth Plan period, such a programme 
should be limited to the scheme for intensive development of 
handlooms. Units of 5 thousand to 10 thousand looms in a 
compact geographical area should be taken up under this 
scheme and not more than 25 such units may be taken up 
during the Fifth Plan period, suitably distributed amongst the 
States having more than 40 thousand looms each. States with 
larger number of handlooms should be given a larger number 
of units subject to their capacity to organise and run them. 

Technical Development 

At the Central level, the management of the technologi- 
cal institutions and the Weavers’ Service Centres should be 
entrusted to a separate body designated as the All-India 
Handloom Research and Design Development Association. 
The objectives of the Association maybe: 

(i) to investigate into (a) the usability, manufacture and 
improvement of materials used in the textile and allied in- 
dustries; (b) utilisation of the products of the textile industry 


(c) improvement of various machinery and appliances used 
by the textile industry and allied trades; and (d) improvement 
of processes of manufacture with a view to securing greater 
efficiency, utilization and reduction of costs; 

(ii) to undertake directly or assist members in the execu- 
tion of sample orders; 

(iii) to establish, equip and maintain laboratories, 
workshops and factories and carry on experiments and to 
provide funds for such work; and 

(iv) to prepare, edit, print, publish, issue, acquire and cir- 
culate books, papers, periodicals, etc. 

The Association shall be governed by a Managing Coun- 
cil of 15 members to be nominated by the Government con- 
sisting of, inter-alia, the representatives of the Development 
Commissioner, Handicrafts and Handlooms Export Corpora- 
tion of India, All-India Handloom Fabrics Cooperative 
Marketing Society, apex weavers’ cooperative societies, 
private exporters. State Governments, ex-officio Regional 
Directors of Weavers’ Service Centres, etc. with the ex-officio 
Chief Executive Director as the Member-Secretary. 

The Council will have to be vested with certain autonomy 
and controlling powers if it has to effectively play the role 
entrusted to it It should, inter-alia, have sole and full con- 
trol in regard to all matters relating to the management and 
organisation of the Association, as also powers to take offices 
or acquire premises for the use of Association and to appoint 
at their discretion, -remove or suspend managers, secretaries, 
officers, clerics, agents, etc. whether engaged on permanent, 
temporary or special service basis, to determine their powers 
and duties, fix their salaries and emoluments and, where con- 
sidered necessary, prescribe security in such instances and to 
such amount as the Council considers desirable. 

The designing, research and servicing activities of the 
Association shall be under the general direction and supervi- 
sion of the Chief Executive Technical Director, who will be 
the ex-officio Member Secretary of the Council. He would 
be in charge of the Central Cbordination Office, assisted by 
three: Regional Technical Directors who shall be appointed 
by the Council. 

The entire expenditure for the institution and manage- 
ment of the association with its Central agency as well as its 
regional organisations like Weavers’ Service Centres .and 
training institutes such aS Indian Institute of Handloom 
Technology shall be met from’ the budget grants of the 
Central Government earmarked for the handloom and other 
cottage industries development activity, 

The field of work of the Institutes of Handloom Tech- 
nology and the Weavers’ Service Centres should be dearly 
demarcated. The Institutes of Handloom Technology shall 
undertake the following functions: 

(a) Basic or fundamental experiments; 

(b) Long and short-term training courses to train experts 
and artisans; and 

(c) Preparation and publication of technical literature. 

The activities of the weavers’ service societies shall ex- 
tend to the following areas: 

(a) Routine experiments; 

(b) Field servicing work; 

(c) Assisting members in the execution of sample orders; 

(d) Evolving new designs and supplying the same to 
weavers and weavers’ organizations; 

(e) Holding of exhibitions and demonstrations; and 
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HIGH POWERED STUDY 
HAND LOOT ' 
Report, Delhi, Control 


Chairman: Shri B.Sivaraman. • ' T v-*- ^ 

Members: Shri S.R.Ramamurthy; f K f,. 

KD.Sharma; Shri V.Venugopal * _ . - ' ' - ’ 

diah; Shri S.S. Sharma; Shri H?> - *- - ^ 

dani; Shri S.K. Bagchi; Shr ‘ ' 

Lakshman Bapuji; Shri ’ , . 

Jayakar; Shri T.R.S. Vi ; - . - j , - v 

Ansari; Shri R.Swamin.' - " . . -* - 'Ft ' • 

P.L. Sivaram; Shri Mr . <•'.*?*’ ' 

Member-Secretary: Shr ' ' ■ ,y v __. •- '-~r 
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centre the bank is assured of the liquidity of its funds 
recoveiy of its loans. If the project authority takes t}^ 
responsibility the commercial banks would be only too willing 
,to cooperate. 

The projects will have to organise the purchase ' D f 
suitable yarn according to the requirements and organise 
distribution so that the weaver gets it preferably at prices 
than What the merchant in the local market would have Qp. 
fered him. The project should also engage a suitable marke t _ 
mg expert who can arrange local marketing for some of t}, c 
production and centralised marketing through the centralis^ 
organizations in the urban centres for the rest of the produ c _ 
tion.' Having decided upon the type of production wht^j, 
should be within the capacity of the weavers, the work shouy 
be so distributed amongst the members that they'have su^. 
stantial work and are able to cam decent wages. 

The ultimate objective of the project should bp to ert&b| e 
the weavers under the project to transform themselves intQ a 
cooperative organisation. The process can start with organjj. 
ing the weavers under each braneh/unit of the project into a 
Jcoqnerative -and -then pwssijjp the wnrk rjf .the .area _q/ 
society, with the project continuing its service, to tl le 
cooperatives. 

Inputs for the Handloom Industry 

The Supply of yam to the cooperative sector can be e^_ 
cured best by promoting cooperative spinning mills. j n 
respect of the handlooms outside the cooperative fold, tl, e 
NTC mills could be linked up with the handloom sector. 

It has also to be ensured that the yam manufactured by a 
cooperative mill in a mainly handloom area is supplied in fi,|j 
to the handlooms. In addition, the yam availability of tl lc 
Nt'C mills should be reasonably linked with the handIoo m 
requirements outside the cooperative sector. 

The Textile Commissioner should ensure that straight 
hank yam will be utilized by the handlooms and the object^ 
should be to see that 300 million Kg. straight hank yam jj ' 
produced .every year for the handloom sector. The Textij c 
Commissioner should also ensure minimum 62J59& produ c . 
tion in straight hank form. There should also be a suitab; e 
provision in these orders to enable cooperative spinning mil^ 
and State Sector spinning mills to provide even a high*. r 
proportion of yam in straight hank form in order to suit loc a j 
requirements. 

The Textile Commissioner must strengthen his organisa- 
tion and ensure that the mills carry out his orders (regardii,™ 
production of yam in straight hank form) in full. If at,y 
statutory support for punitive action by him against the mil); 
is lacking, the Government must provide the same i im- 
mediately. 

It is necessary to ensure that between expansion of tl lc 
more efficient cooperative mills to 50,000 spindles capaci ty 
and installation of new spinning mills, the one million ext^ 
spindles (reserved by the Ministry of Commerce over ar )( j 
above the automatic licensing capacity of 25,000 if coopera- 
tive spinning mills come forward) are availed of during tf ic 
Fifth Plan period and if possible brought Into effective oper a . 
tion during the Plan period. 

The total capital requirement for setting up spinnir,™ 
mills in the cooperative sector would be of the order of 
1 '5 crorcs. Members will have to find about Rs. 22.5 crorwj 


and the State Govemments/NCDC about Rs. 45 crorcs 
Loan capital of more than Rs. 100 crores will have to be 
found from long-term lending institutions. The NCDC will 
have to find extra Rs. 18 crorcs to help the State Govern- 
ments to find their share of the equity, to supplement the 
Fifth Plan provision of Rs. 22 crorcs in the State sector for 
share capital and Rs. 5 crores already provided by the NCDC 
for this purpose. 

In the States of Ui\, Bihar, Orissa and Assam which arc 
backward in cooperative efficiency, spinning mills arc par- 
ticularly required and therefore the share capital in these 
areas has to come substantially from the State sector. 

The Reserve Bank should give facilities for medium-term 
financing to the weavers in order to enable them to con- 
tribute to the share capital of the cooperatives. (Such 
facilities are available to sugarcane and cotton growers). 

Special steps will have to be taken to get funds for 
I.F.Cso that they can invest funds to the tune of more than 
Rs. 100 crores in the spinning mill sector to enable the 
recommended priority programme to be put through. 

Speers) s/epr sbes/b be /sice /o ensure tbs/ /be 
machinery acquired for the cooperative and the State spin- 
ning mills is provided on a priority basis within a reasonable 
time frame and on a reasonable price formula. 

Where there is a serious shortage of yam and an active 
black-marketing in yam, it will be necessary to organise a 
suitable distribution channel in the State to ensure that the 
handloom weaver gets his yam and at a reasonable price 
(inclusive of transport cost) at a retail market. The devising 
of a system of controlling raw cotton and yam prices should 
receive serious consideration and in the meanwhile a suitable 
supervised distribution organisation set-up in the States. 

The Reserve Bank should ensure that credit on the 
hypothecation of free yams by the mills and middlemen is 
suitably checked and long periods of hold-up prevented. 

Any organised distribution system should aim at provid- 
ing 50% of the requirements of the primary cooperatives in a 
pre-requested package of counts and quantities every month. 
It should be possible for the primary cooperatives to look 
after themselves reasonably well by going to the market for 
the balance and any variations they may require during the 
month. 

The Government may work out an arrangement under 
which the manufacturers make available the required quan- 
tities of dyes and chemicals to a few specified institutions etc. 
in each State for final distribution to the handloom weavers. 
The State Governments should work out the consumption 
data on the basis of past lifting and the producers can make 
available these quantities directly for distribution to the 
handloom weavers. 

The Institute of Handloom Technology should run 
course for training managers. There should be a system of 
further training in production organisations which may be 
selected from practical cooperative socities and/or organisa- 
tions in the non-cooperative sector. The candidates for these 
courses should invariably be sponsored by cooperative in- 
stitutions and private entrepreneurs who could give a suitable 
undertaking and guarantee that these trainees will be 
employed by them in the handloom sector. As far as possible 
the candidates should be selected within the fold of weavers. 

The stipend for such trainees should be suitably in- 
creased, if necessary, by imposing some financial obligation 
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and continuous research support will be necessary for export 
promotion. It is important that field scale trials are held of 
the laboratory findings particularly in certain areas like 
preparatory processing, weaving, processing and diversifica- 
tion of production. A suitable programme for this purpose 
should be prepared by the All India Handloom Board. It 
should be possible to try out laboratory results on field scale 
in about, suitably scattered, 500 looms. It would be easy to 
locate these looms in the Export Units. 

Reservation for Handloom Sector and the Powerloom Com- 
petition 

Eight items which are now reserved both for handloom 
and powerloom units with four looms or less shall be 
reserved exclusively for the handloom sector. 

The handloom industry needs special protection as it 
could be one of the important programmes for raising the 
lowest three deciles of the production to the minimum con- 
sumption level. Besides, in our strategy for rural employ- 
ment, we need viable industries in the decentralised sector 
which can provide a living wage and the handloom is 
eminently suited from this point of view. 

The advantages that the power! oo ms have over the hand- 
looms with their better technology and almost the same level 
of excise vis-a-vis the handloom sector has to be set right so 
that the powerlooms are no longer in a position to underbid 
the handlooms in their legitimate markets. The excise dif- 
ferential between the powerlooms and the handlooms should 
be of the same order as between the composite mill and the 
handloom sectors. 

The Texmark system should be reintroduced and strictly 
enforced with the legitimate objective of taxing the power- 
loom cloth. Till such a system is introduced, the excise may 
be levied on the yarn utilised by the powerlooms as suggested 
by the Ashoka Mehta (Powerloom Enquiry) Committee, 
1964. 

Steps should be immediately taken to impose a hand- 
loom cess on powerlooms to close the gap in the incidence of 
excise on power-looms vis-a-vis the mill sector, in respect of 
all qualities of cloth produced. The income derived from 
this cess should be used specifically for the development of 
handlooms. 

Till an equitable tax structure is evolved the excise to be 
levied on powerlooms shall be based on a compounded levy, 


a duty on yam and a processing duty. 

The compounded levy may be fixed at Rs. 300 per 
powerloom irrespective of the number of looms in a unit. 
The extra compounded levy shall be imposed in favour of 
handlooms. The entire levy may be treated as a handloom 
cess and the amount that is at present realised as com- 
pounded levy may be deducted and made payable to the con- 
tingency fund and the balance credited to the Handloom 
Fund. 

The excise duty on free yam, other than hanks, be jacneo 
up to the extent necessary for bringing the yam duty on 
powerlooms to a reasonable level vis-a-vis the mills. The 
additional duty may be collected in the form of a handloom 
cess on yam for the benefit of handloom development. As 
the composite mills sector uses its own yam it should be pos- 
sible, in the excise frame, to leave it out of the purview of this 
cess. 

The cess may tempt the powerloom interest to put in 
mechanised contrivances to reel hank yam suitably for 
powerloom use. Such reeling should be prohibited with puni- 
tive measures. Part of the cess levied should be utilised to 
build up a strong excise organisation to ensure that such 
misuse of yam does not take place. 

The processing duty in case of powerlooms should be 
jacked up by at least 20 percent so that some part of the dif- 
ferential in the overall incidence of taxation between the mill 
and powerloom sectors is covered. This extra levy shall be in 
the form of a handloom surcharge creditable to the Hand- 
loom Fund. 

Since viable rural industries have an important place in 
our Plan strategy, it is necessary to induct more and more 
people in the rural sector into the handloom industry. This 
Team has identified areas where additional investments are 
necessary during the Fifth Plan to give a boost to the hand- 
loom industry. Unless these investments are ensured and the 
recommended infrastructure brought in quickly, there will be 
a serious deterioration in the unemployment and under- 
employment position in the handloom sector. 

It is expected that the recommended handloom cess, 
compounded levy and the processing duty will beneGt the 
handloom fund to the extent of about Rs. 20 crores per an- 
num. This fund should be utilised for various schemes 
recommended by the Team for the improvement of hand- 
loom during the Fifth Plan period and thereafter. 
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on the sponsoring organisations so that suitable candidates 
are forthcoming for this training. 

The existing scheme for modernising the handlooms in 
the States for better efficiency should be taken up as a 
Centrally sponsored scheme on 50:50 basis. 

Processing facilities must be linked up with the market- 
ing organisations that are being developed either through 
apex cooperatives or Trading Corporations set up by the 
States so that there is an effective link between production, 
processing and marketing. These processing facilities may 
also be developed in the Centrally sponsored sector on a 
50:50 basis. 

Pre-loom processing facilities such as dyeing and sizing 
should be provided in sufficient magnitude to support the 
improved looms. This should be done through Primary 
Cooperative Societies as a Centrally sponsored sector scheme 
on a 50:50 basis. 

Financing and Credit Facilities 

In cases where the central bank is weak and unable to 
obtain finance from the Apex/ Reserve Bank and the 
societies are consequently not able to take benefit of this 
source of finance, the effective remedy may be to arrange 
direct financing of the Primary Weavers’ Societies from the 
Apex Bank. 

There is no constraint on the availability of funds from 
Reserve Bank for the cooperative sector. The problem is 
rather of the societies being unable to come up to the norms 
set by the Reserve Bank of India even though these norms 
are not excessively strict or onerous. However, it is in the 
best interest of the cooperative societies to observe the finan- 
cial discipline laid down by the Reserve Bank and to improve 
their own operating efficiency within the framework of the 
RBI scheme. The State Governments have, however, to en- 
sure that the Apex Cooperative Banks and the Central Banks 
are fully aware of the provisions of the RBI schemes so that 
they can assist societies to draw maximum advantage from 
this scheme. 

The limits laid down under the RBI scheme may be 
revised upwards in view of the rising costs of production and 
living, as follows: 



Rs 

Cotton handloom weavers 

1,000 

Woollen handloom weavers 

2,000 

Silk handloom weavers 

2,000 


It does not seem necessary to further liberalise the 
present system under which the Reserve Bank, besides an 
overall 25 percent limit, allows an additional special limit on 
holding of stocks. Maintaining a relationship between 
productivity and actual predication on the one hand and be- 
tween production and credit and holding of stocks on the 
other is very essential. 

The proposed intensive development programme can be 
organised in the 265 districts in the country which are 
covered by the DIR scheme of the nationalised banks. It 
should be possible to persuade these banks to finance these 
weavers under the DIR The interest rate under the DIR 
may be more favourable than the rate of 1 1/2 percent below 
bank rate now given to the weavers in the cooperative fold. 
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There may not be any objection if the DIR rate is equated 
with the rate charged by the cooperatives, if that fecilitates 
taking up a larger programme. 

The programme of development suggested by the Team 
will still leave a certain percentage of the handloom weaver; 
without active support even at the end of the Fifth Plan 
period. It is, however, more important to see that these 
proposals are effectively implemented. A larger programme 
on the basis of misguided sympathy may make the entry 
scheme ineffective. 

If the cooperatives are to be encouraged any financing of 
a system (like handloom finance and marketing corporations 
set by the State Governments) which keeps people away from 
a cooperative, is detrimental to cooperative development 
The RBI should fully follow the policy of making the credit 
of the cooperative handlooms effective and for this purpose 
should bring in various methods which have been inducted in 
the field of agricultural credit particularly provision of share 
capital to the cooperatives through the State Governments. 
Till the RBI steps in, the N.C.D.C. should provide this 
facility. 

The supply of yam and arranging the marketing of 
produce in the area covered under the intensive programme 
should be the main lines of activity of the Handloom Finance 
and Trading Corporations. With the strengthening of the 
cooperative system, the bringing in of the Intensive Develop- 
ment Programme and the spread of DIR scheme there would 
be no case for any finance from the State Plan resources 
through the Handloom Finance and Trading Coiporations 
for the handloom sector. The trading operations can be 
done substantially on the ways and means credit which can be 
obtained from scheduled banks outside the plan frame. The 
banking institutions will be glad to extend credit to those 
Corporations and even give them DIR credit. 

Problems regarding financing and credit have arisen 
mainly because of lack of proper supervision of credit, 
marketing arrangements and difficulties in making 
recoveries. Financial discipline has to be enforced and, 
therefore, supervision of credit by Extension staff and effi- 
cient marketing arc of prime importance. 

Problems of Marketing 

The Apex Marketing Societies have to get more involved 
m marketing functions since the past experience is that the 
primaty weavers’ societies cannot run their own marketing 
organisations. 

The Apex Societies must take responsibility for supply of 
yam for a reasonable percentage of weavers’ requirements 
and arrange to market at least 50 percent of the production 
of the primary weavers society through a central organisa- 
tion. The primary societies can be expected to deal with the 
balance 50 percent of production of local marketing. The 
Apex Marketing Societies should immediately strengthen 
their organisations and take over this responsibility in a 
phased manner in each State. 

The State owned Corporations/Emporia should deal 
with the marketing of the produce of individual weavers and 
as far as possible bypass the master weavers who should be 
able to market their own goods themselves. 
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Marketing Subsidies 

Aid should be given in the form of subsidy to Apex 
Societies and State Corporations for putting their show 
rooms. A managerial subsidy should also be given for three 
years on a tapering basis. This expenditure may be shared by 
the Centre and the States on a 50.50 basis. 

The All-India Handloom Fabrics Marketing Cooperative 
Society should be suitably strengthened and made an effec- 
tive marketing organisation. Grants for setting up new hand- 
loom houses and also for decoration, renovation and air- 
conditioning of existing handloom houses on reasonable 
basis should be allowed to this organisation from the Central 
sector. 

If a rebate system is accepted by the State Governments, 
they should make it a point to reimburse promptly the 
legitimate rebate to the societies. 

If the various recommendations made for putting the 
handlooms in a competitive position vis-a-vis the poweriooms 
and the mills are accepted, the handloom goods could get 
their fair share in the market and no subsidy would be neces- 
sary. However, a change over from a system ol sctosv&y Vo 
one of no subsidy should be effected gradually over the next 
'three years by tapering of the subsidy. With a reduction of 
the expenditure of subsidy the State Governments can use 
the available funds for (i) share capital loan to weavers, (ii) 
managerial subsidy, (Hi) training expenses, and (iv) con- 
tributory provident fund. 

If any State decides to continue the subsidy it will not be 
advisable on the part of other States to discontinue it and 
thereby put their cooperatives at a disadvantage with respect 
to the cooperatives in the State which continues the subsidy. 

Export Promotion 

Suitable equipment has to be developed and supplied to 
the export sector to ensure that the following main defects 
noticed in handloom products exported are effectively 
removed. 

(i) Absence of required threads per inch prescribed in 
the purchase order. 

(ii) Colour bars due to uneven picking. 

(iii) Colour variations arising from uneven dyeing. 

(iv) Lack of uniformity in width of fabrics. 

Special additional loom attachments necessaiy for 
producing piece lengths of 40 metres and above should be 
made available. 

A Common Facility Service Centre equipped with im- 
proved machinery may be provided for an area covering 500 
to 600 looms engaged in export orders, for the provision of 
facilities for pre-loom processing and port-weaving finishing 
stages. It would be thus possible to render the preparatory 
processes in the production of bulk export varieties uniform, 
reduce production costs and increase work output Such 
Service Centres will also make for better supervision and ef- 
fective controL 

The Institute of Handloom Technology should take up 
on immediate basis resea r ch work on post-loom weaving 
process including pre-shrinking finishing by pressing and 
suitable drying. 

The Weavers’ Service Centre must be equipped to make 
samples and sample lengths that are required by the foreign 


buyers and for which the exporters can place orders within 
the time specified. If the rough amount of business that is 
expected in a year at various Centres can be worked out by 
Export Promotion Council and indicated to the Central 
Council of the Design and Service Centres, it may not be dif- 
ficult to organise this service on cost basis. 

In the case of silk handloom cloths, facilities have to be 
developed for pre-shrinkage and making the fibre crease 
resistant. 

The promotional effort specially in the field,of advertise- 
ment has to be specific in regard to the actual sources from 
where the products advertised will be available. It may be 
cheaper for the handloom exporters to have joint advertise- 
ments with their buyers abroad for their material along with 
the other materials with the buyers, who are generally chain 
store organisers. The big export houses including HHEC 
and the Fabrics Society should also be enabled to go into 
specific advertisement business in the important markets. 

The All-India Handloom Board would be the best ad- 
visory body in the matter of cash incentives necessary for fur- 
thering handloom exports. Not more than a third of the 
fcw,dVcc,w> foods. tfecwM, ia each ’jeaa, he eaafflaateA foe 'Ars 
purpose and if any additional funds are required because of 
the export situation and the need to earn more foreign ex- 
change such finances should come from the consolidated 
fund. 

Hie problem of getting a large number of experienced 
cutters, designers and production managers should be ex- 
amined quickly by the All-India Handloom Board and a 
suitable training scheme formulated for immediate im- 
plementation under which nominated trainees could be sent 
for training abroad to learn the latest techniques in the field 
of handloom garments. 

A suitable scheme should be formulated under which 
senior designers of the Weavers’ Centre are sent abroad to 
understand the coming trends in fabrics so that the necessary 
adjustments and annual changes could be made in our 
production programmes to fit them in with the requirements 
from foreign countries. 

It is necessary to develop under an Export Oriented Pilot 
Production Scheme 50 production units in important band- 
loom centres in the country which are now contributing to 
the export market and which have highly qualified handloom 
weavers. Each Centre should develop within a period of 3 to 
4 years, 1000 handlooms which can work according to specific 
orders in the export market. Such units will have to be spon- 
sored by export houses. The HHEC and the Fabric Society 
may also sponsor some unit in order to maintain their 
supremacy in the handloom export market and State Hand- 
loom Marketing Organisation can also take up such units. 
For every handloom under the project, investment for mod- 
ernising the equipment should come from the Centre. Power- 
loom processing and post-weaving and finishing facilities 
would also have to be provided so that the produce is of top 
quality. Each unit will have to organise extension service for 
training of the weavers in the new equipment and ensuring 
the quality of production. Since these units are sponsored by 
export-oriented organisations, it is presumed that arrange- 
ments for the supply of yarn, credit and marketing of produc- 
tion will present no problem. 

Design, colour and fabric quality changes are con- 
tinuously taking place in the consuming markets of the world 
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and continuous research support will be necessary for export 
promotion. It is important that field scale trials are held of 
the laboratory findings particularly in certain areas like 
preparatory processing, weaving, processing and diversifica- 
tion of production. A suitable programme for this purpose 
should be prepared by the All India Handloom Board. It 
should be possible to try out laboratory results on field scale 
in about, suitably scattered, 500 looms. It would be easy to 
locate these looms in the Export Units. 

Reservation for Handloom Sector and the Powerloom Com- 
petition 

Eight items which are now reserved both for handloom 
and powerloom units with four looms or less shall be 
reserved exclusively for the handloom sector. 

The handloom Industry needs special protection as it 
could be one of the important programmes for raising the 
lowest three deciles of the production to the minimum con- 
sumption level. Besides, in our strategy for rural employ- 
ment, we need viable industries in the decentralised sector 
which can provide a living wage and the handloom is 
eminently suited from this point of view. 

The advantages that the powerlooms have over the hand- 
looms with their better technology and almost the same level 
of excise vis-a-vis the handloom sector has to be set right so 
that the powerlooms are no longer in a position to underbid 
the handlooms in their legitimate markets. The excise dif- 
ferential between the powerlooms and the handlooms should 
be of the same order as between the composite mill and the 
handloom sectors. 

The Tcxmark system should be reintroduced and strictly 
enforced with the legitimate objective of taxing the power- 
loom cloth. Till such a system is introduced, the excise may 
be levied on the yarn utilised by the powerlooms as suggested 
by the Ashoka Mehta (Powerloom Enquiry) Committee, 
1964. 

Steps should be immediately taken to impose a hand- 
loom cess on powerlooms to close the gap in the incidence of 
excise on power-looms vis-a-vis the mill sector, in respect of 
all qualities of cloth produced. The income derived from 
this cess should be used specifically for the development of 
handlooms. 

Till an equitable tax structure is evolved the excise to be 
levied on powerlooms shall be based on a compounded levy, 


a duty on yarn and a processing duty. 

The compounded levy may be fixed at Rs. 300 per 
powerloom irrespective of the number of looms in a unit 
The extra compounded levy shall be imposed in favour of 
handlooms. The entire levy may be treated as a handloom 
cess and the amount that is at present realised as com- 
pounded levy may be deducted and made payable to the con- 
tingency fund and the balance credited to the Handloom 
Fund. 

The excise duty on free yarn, other than hanks, be jacxca 
up to the extent necessary for bringing the yam duty on 
powerlooms to a reasonable level vis-a-vis the mills. The 
additional duty may be collected in the form of a handloom 
cess on yam for the benefit of handloom development As 
the composite mills sector uses its own yam it should be pos- 
sible, in the excise frame, to leave it out of the purview of this 
cess. 

The cess may tempt the powerloom interest to' put in 
mechanised contrivances to reel hank yam suitably for 
powerloom use. Such reeling should be prohibited with puni- 
tive measures. Part of the cess levied should be utilised to 
build up a strong excise organisation to ensure that such 
misuse of yam does not take place. 

The processing duty in case of powerlooms should be 
jacked up by at least 20 percent so that some part of the dif- 
ferential in the overall incidence of taxation between the mill 
and powerloom sectors is covered. This extra levy shall be in 
the form of a handloom surcharge creditable to the Hand- 
loom Fund. 

Since viable rural industries have an important place in 
our Plan strategy, it is necessary to induct more and more 
people in the rural sector into the handloom industry. This 
Team has identified areas where additional investments arc 
necessary during the Fifth Plan to give a boost to the hand- 
loom industry. Unless these investments are ensured and the 
recommended infrastructure brought in quickly, there will be 
a serious deterioration in the unemployment and under- 
employment position in the handloom sector. 

It is expected that the recommended handloom cess, 
compounded levy and the processing duty will benefit the 
handloom fund to the extent of about Rs. 20 crores per an- 
num. This fund should be utilised for various schemes 
recommended by the Team for the improvement of hand- 
loom during the Fifth Plan period and thereafter. 
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